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PRESIDENT WILSON’S OPPORTUNITY TO REVIVE BUSINESS 


“There is to be a general release of the capital, the enterprise of 

millions of people, a general opening of the doors of opportunity.” 

T has rarely happened in the history of this country that the executive and 

| legislative branches of government have worked together so smoothly 
and so effectively as President Wilson and the sixty-third Congress. 
Whether we affirm or oppose the avowed principles in connection with tariff, 
currency or anti-trust legislation, we must admire the political acumen, the 
strong will, with which President Wilson compels both the radical and more 
rational members of the dominant legislative party to yield to his own pur- 
poses. Quietly, without clash of cymbals or crying from housetops the 
nation’s executive unfolds his program and Congress dutifully obeys his 
summons. Perhaps no man realizes as keenly as the President does him- 
self, the tremendous power for good or evil with which his office is charged. 

If the President and his advisors are in close touch with the mainsprings 
and sources of business enterprise they must appreciate the wonderful oppor- 
tunities which lay at hand for permanent improvements. We have passed 
through the proverbial “seven lean years.” The fits and starts of the past 
few years have lacked that robust quality and assurance which has been the 
secret of American progress during the past half a century. What may have 
seemed like hardships to business men, bankers and investors during the past 
seven years may yet turn out to be blessings. The water has been forced 
out of stocks; “blue sky” promoters have been forced to seek less profitable 
but more honorable employment; new standards of economy and efficiency 
have been applied to the management of large business and industrial corpo- 
rations ; “privileged interests” have abandoned the last redoubt and now the 
somewhat ephemeral “money trust” is about to receive a solar-plexus blow. 
Surely the time is ripe to erect a new and enduring structure so that “every 
man who wants an opportunity and has the energy to seize it, is going to be 
given a chance.” 

It is perhaps more of a tribute to the resourcefulness and sanguine spirit 
of the American business man that we have recently witnessed such a broad- 
ening of business activity, rather than to the wisdom of our national legis- 
lators. It is only necessary to study the trade indexes, the reports of broader 
business activities which come from every important financial center to 
realize that the upward swing has been real and general since the first of the 
year. ‘This feeling of hopefulness; the impulse to give free vent to the latent 
activities of brain and brawn, are but natural reactions, following the lagging 
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years during which doubt, political dissentions and indiscriminate persecution 
of “big business” enveloped the nation like a wet cloud. The “stand-pat” 
protectionist is not going to let a “tariff for revenue only” stand in his way if 
he can see opportunities for increased profit and output. The bankers of this 
country are not going to arbitrarily restrict their activities because the new 
currency and banking system is under political control. “Big business” also 
has recently shown a broad-minded disposition to shape its course and 
methods in accordance with proper requirements of the government. 

What, then, is needed to put the business of the country upon a per- 
manently sound and active basis? The answer is: a closer, a more hearty 
spirit of co-operation between the elected authorities at Washington and the 
men who, because of their brains and integrity, are guiding the financial, 
business and industrial forces of this country, If the new tariff policy is to be 
successful it will not be because of the strength of Democratic convictions 
on the subject but because our manufacturers, mill owners and all interests 
affected by the change will Jovally and conscientiously endeavor to adjust 
themselves to the new schedules. If the Federal Reserve Act is to be a 
success it will not be because Senator Owen or Congressman Glass were 
gifted with superhuman vision but because the bankers, like patriotic citizens, 
will put their shoulders to the wheel. If “big business” squares itself, with- 
out serious injury to the whole country, with the anti-trust bills to be enacted, 
it will be in spite of the gracous hearing accorded to theorists, to 
efficiency experts and professional “reformers.” 

The bankers, financiers, manufacturers and corporation managers stand 
ready, regardless of their political faith, to lend a helping hand to President 
Wilson in order to secure what he terms “the Emancipation of Business.” 
The kind of emancipation which is needed is a cessation of hostile political 
attacks, and of a more tolerant attitude on the part of those who are framing 
the laws. If the wishes of the American people are to be faithfully interpreted 
in the White House the President will turn a deaf ear to the false counsels 
of men who appeal to the galleries and try to create class hatred. He will 
instead welcome to his side the strong men who have won their spurs in 
business, in finance and industry. A frank appeal to their honor, unselfish- 
ness and patriotism will not be wasted. It is through such non-partisan, 
broad-minded co-operation that Fresident Wilson can take advantage of 
existing opportunities to better the condition of all the people. 

Washington advices state that representative business men show no 
inclination to accept the invitation to appear at the hearings before the House 
judiciary committee on the anti-trust bills. Why? Because the attitude of 
House committees has not been such as to encourage business men to be- 
lieve that their suggestions would be received with open mind; because the 
bills do not indicate recognition of the spirit of wholesome co-operation in busi- 
ness extension ; because of the impression, which may not be justified in this in- 
stance, that the fundamental provisions have been “cut and dried” and that 
partisan influences will prevail in their enactment; because of the feeling that 
criticism of the proposed bills would expose the witness to the charge of being 
a malefactor and ally of the trusts. The business men of the country are 
vitally interested in the projected anti-trust bills but they do not wish to 


appear before the judiciary committee in the roll of a defendant before a court 
of justice. 
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STANDARD REQUIREMENTS AS TO COMMERCIAL PAPER 
ELIGIBLE FOR REDISCOUNT UNDER FEDERAL 
RESERVE ACT 


PROTECTION OF OUR GOLD RESERVES 


J. E. GARDIN 
Vice-President and Mégr., Foreign Department, The National City Bank of New York 








FEW weeks ago three eminent foreign gentlemen were present at a 

A banquet given by the New York Bankers on invitation to present to 
the audience a description of the respective central banking institu- 

tions with whose practices and methods they were familiar. This occasion 
was a very instructive one and gave to the members of Group VIII a clearer 
view of the working of semi-official bank activities and, in, a way, fore- 
shadowed what, by means of evolution, we might expect in this country just 
as soon as the organization of our Federal Reserve Banks has been perfected. 

The key-note to the entire discourse was the acquisition and maintenance 
of gold reserves as the basis for their credit operations. Under credit opera- 
tions, I include bank noie issues, and there is every reason to believe that with 
the successful exploitation of banking practices, such as are in vogue in Europe, 
and which we all hope will also be in vogue in this country, we cannot but 
believe that our new banking law will prove a boon to the commercial 
community. It all seems to be a question of management, whether this result 
will be attained or not. The law itself, while not absolutely perfect, is still 
a good one and our people will have to be educated up to its requirements, 
which will bring forth developments, both in banking as well as in commercial 
life, that cannot be foreseen. 

The main question now agitating the public is a change in our system of 
instruments of indebtedness, The document which we now issue in evidence 
of a debt is nothing more or less than an ordinary “I O U,” and while it has 
served its purpose in the past, under the contemplated mobilization of reserves 
it will have lost its usefulness. 

What we need is a standardized instrument, carrying the guaranty of 
the makers, acceptors and endorsers in a natural and automatic manner. 
This instrument is to be found in the bill of exchange and is the instrument 
that is permitted by the law to be used by the Federal Reserve Banks in their 
open market operations. That it was the intention of the framers of the law 
that the bill of exchange should be the only instrument eligible for discount 
is demonstrated in a recent address of Senator Shafroth on the occasion of 
a meeting of the American Institute of Bank Clerks. The Senator’s remarks 
were as follows: 


“Our Committee believed that the only commercial paper which 
should be eligible for rediscount should be acceptances of not more than 
ninety days’ maturities representing definite commercial transactions. 
Such paper would bear the signature of the seller of goods, the acceptance 
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of the buyer, and in many cases would also have a bill of lading attached. 
Such notes will be paid when due as a matter of course, and the chance of 
loss is minimized. On the other hand, when a merchant borrows, let us 
say, $1,000,000, and uses it in a building or some other permanent extension 
of his business he has no intention of paying that note off at maturity. 
He expects to have it renewed from time to time. It is not real commer- 
cial paper in the scope of this law.” 


These remarks are significant and foreshadow to a certain extent what 
the views of the Board will be on final analysis. A great many bankers of 
prominence are endeavoring to impress upon the Organization Committee, 
the necessity of maintaining the present form of indebtedness ; that is, the ordi- 
nary promissory note and, with a view of giving it a commercial character, 
have even gone so far as to advocate that it should be accompanied by a signed 
statement, made in due form, on which it should be indicated what the trans- 
actions were out of which the paper was created, and whether they were or 
were not commercial transactions. Such a proposition really is absurd and 
is impracticable. The instrument must speak for itself and in its physical 
character must indicate that it covers a commercial transaction, per se. 

It would undoubtedly be a hardship for a ruling to be made that this 
should be the practice at once, and undoubtedly would have a very disturbing 
effect, as a system that is time honored cannot be changed suddenly. A large 
degree of liberality must be shown by the Federal Reserve Board in rulings 
of this character, indicating cognizance of existing conditions, but its efforts 
and its purpose should be to ultimately bar the prevailing practice and to 
substitute therefor a modern piece of machinery. This could be done very 
readily within a period of two or three vears, and during this transitory period, 
the commercial public would gradually fall into line and amply recognize the 
merits underlying the change. If we are to have a discount market in this 
country, we must have an instrument that is recognized the world over, for it 
must be borne in mind that the benefits of a discount market in the United 
States will be freely taken advantage of by foreign institutions once we enter 
into the concert of nations financial. We have done this politically and there 
is no reason to believe why we should not do it financially. It is essential 
that this should be the case in view of the very vulnerable position in which 
our gold supply will be placed ; and when trade balances created either through 
the exchange of commodities or the return to us of our securities call for 
settlement, and when conditions are right, our evidences of indebtedness will 
be taken in preference to gold. It is true one means of protection would be a 
foreign portfolio, but this can never be very large, and for the purpose named, 
would soon be exhausted. The foreign portfolio’ is an artificial protection, 
whereas our discount market is a natural one and when American paper is 
made attractive by a high discount rate, coupled with exchange rates hovering 
around the gold point, this self same paper would prove an attraction that 
could not be resisted. For this reason alone it will become necessary that we 
take a wider view of this subject of commercial paper, and will have to insist 
upon a mobilization of book credits as intensely as we have insisted upon a 
mobilization of bank reserves. Book credits, notwithstanding the views on 
the subject on the part of quite a number of prominent bankers in this country, 
are not capable of being used as the basis for the manufacture of paper, 
which would be subject to rediscount at the Federal Reserve Banks, as these 
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credits, with this alleged basis, have been known to be used for purposes other 
than along commercial lines, and it is a notable fact that wherever a failure has 
occurred within the last decade or so, the examination of the so-called book 
credits has revealed a state of affairs which was anything but sound, and as a 
rule has been the direct cause of whatever failures have occurred. 

The practice of European institutions which was formerly the practice in 
this country until superseded by the present practice, is the only practice that 
can be commended. Here, each transaction stands for itself. The purchaser’s 
name goes into the market accompanied by that of the vendor’s and finds its 
refuge in the Reserve Bank as a basis of further credit and performs the act 
of mobilization with three sureties instead of one, and each ‘time that the com- 
modity changes hands, the process is repeated, and in handling the matter in 
this way, the possibility of making use of lame ducks is practically excluded. 
Furthermore, this method of handling commerical paper will produce a genuine 
discount market and thus place us in a line with other countries that enjoy 
that privilege to the benefit of the commercial community. It will further 
simplify the ebb and flow of gold, which is the basis of all credit, and while, 
temporarily, we may lose considerable gold, still at the same time, the 
avenues being opened, it will flow back to us again just as soon as legitimate 
conditions demand it. 

The result of all this will be a rate of discount that will be subject only to 
the laws of supply and demand and will facilitate the use of any plethora of 
money prevailing in one section in another section where stringency obtains. 
Thus, it can be safely said that the effect will be a stabilizing one. The dis- 
count market, per se, will be absolutely independent of the rates promulgated 
by the Federal Reserve Board so that we will, here, have really two rates of 
discount—the bank rate of discount and the private rate of discount. These 
two rates will go side by side, practically controlling each other in this way. 
Take for instance a plethora of money throughout the country. It will mean 
that the free capital will seek investment. Thus, lowering of rates regardless 
of what the so-called bank rate is, and as the divergence increases, the neces- 
sity will be imposed upon the Federal Reserve Board to lower its discount rate 
to approximately that of the private discount rate. On the other hand, should 
a pressure exist throughout the country, the private rate would extend beyond 
the bank rate, and, as a result, the bank would find itself loaded up with paper 
which otherwise would have been absorbed by so-called private capital, and, 
consequently, the bank would have to raise its rate in order to meet the new 
conditions. From the foregoing you will see that the influence extended to the 
Federal Reserve Board by a discount market will be a true one, and political 
exigencies or political pressures or other influences can have no effect upon the 
Central Federal Board. 

One omission in the new law is to be regretted and that is the restriction 
laid upon the banks not to accept time paper emanating from domestic trans- 
actions. The privilege of accepting is given ‘to National banks where the im- 
portation and exportation of goods is involved, and we fail to understand why 
our law makers laid so much stress upon the foreign end of our commercial 
life and neglected the domestic feature. It is proposed to pass laws in the 
State of New York granting the privilege of acceptance without limit as to 
capitalization, and almost without limit as to time, to the State banks and 
trust companies, and should this provision be enacted into law, it will give the 
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State banks of the State of New York an advantage over the National banks 
to such an extent that it will be a very serious question whether it would not 
pay such of the National banks who are members to detach themselves from 
the system, organize into State banks and then re-enter the system as such. 
It is therefore to be hoped that our Federal Legislators will take cognizance 
of this condition of affairs and amend the law so that all the banks are put 
upon an equal basis. The City of New York, from a commercial aspect, is 
steadily growing. As far as the world is concerned, the City of New York 
is the United States, as it is the gateway to the country; possesses the finest 
harbor and the most attractive docking facilities of any harbor in the world. 
Railroad terminals are such that goods are quickly transported and distributed 
to every part of the country and nothing can stop its development. The minds 
of its bankers and of its merchants are keenly alive to the natural advantages 
and the country may rest assured that the best efforts will be put forward 
to maintain and accentuate and increase these natural facilities. 

The banks of the United States, National as well as State, so far as they 
become members of the Federal Reserve Bank, have quite a different field of 
work laid out for them from what they had under the old National Bank Act, 
and we here in New York look forward with considerable enthusiasm to the 
development of the banking business, not alone in the large cities, but as well 
in the cities of the interior of the country. A wider scope and a more liberal 
interpretation of banking processes is allowed and the stimulus is there for 
good business, not alone in the banking field but the added facility to grant aid 
to the commercial world can but redound to the benefit of the country. 
ESTABLISHMENT OF AN INTERNATIONAL DISCOUNT MARKET 


In his instructive address at the recent tion of trade bills, there should be a still 





anntial dinner of Group VIII of the New 
York “State Bankers’ Association, General 
Manager James Hope Simpson of the Bank 
of Liverpool, Ltd., summarized his conclu- 
sions as follows: 

1. Every bill offered for discount should 
be based on a commercial transaction where 
value passes. Finance or accommodation 
bills should be extremely rare and capable of 
satisfactory explanation. 

2. It follows that almost invariably the 
bill will arise out of a sale of goods and 
will be in the form of a draft by the seller 
upon the buyer, and accepted by the buyer. 

3. It will thus be a two-name bill, and not 
an individual promissory note. How far you 
can change your system in this respect and 
how far the powers of your new Federal 
banks can be used to induce such a change, 
is a question which I cannot pretend to 
answer, but which you will no doubt be able 
to answer. 

4. The bill should be drawn for a period 
neither too long nor_too short. The period 
should be sufficient to allow of a re-sale of 
the goods on which the bill is based, thus 
making the bill in a sense self-liquidating. 
The usual period is three months. 

5. While there should be a large propor- 





larger proportion of acceptances by banks 
and finance houses, based, of course, on 
collateral, which usually takes the form of 
imported produce. In Germany, however, as 
| have already pointed out, I understand the 
banks accept a good many drafts arising out 
of internal transactions. 

6. If the market is not to be merely a 
home market, but international; that is, at- 
tractive to foreign bill buyers, an important 
and desirable step would be the opening of 
American banks or branches of American 
banks in foreign exchange centers such as 
London, Paris, Berlin, Amsterdam, Buenos 
Ayres, Shanghai, and so on, and these banks 
should always be prepared to encourage 
American bills by buying at reasonable rates 
of exchange, bills on New York, Chicago, 
and other American centers, payable in dol- 
lars. 

7. Your usury laws would have to be 
modified so as to allow discount rates to 
move freely upwards if required. 

8. Your Federal Reserve banks which are 
intended to be the equivalent of the Central 
banks of other countries, such as the Bank 
of England, Bank of France and the Reichs- 
bank, should be prepared to re-discount ap- 
proved bills at all times and to any extent. 
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PREVENTING CREDIT INFLATION UNDER THE FEDERAL 
RESERVE BANK SYSTEM 


STANDARDIZING COMMERCIAL PAPER ELIGIBLE FOR RE-DISCOUNT 


W. F. H. KOELSCH 
Vice-President of the Bank of United States, New York 


With the final decision as to the number 
of regional banks to be established and the 
selection of the Federal Reserve Board, the 
actual operation of the new Currency Act 
will be awaited with keen interest by all 
classes. The consensus of opinion seems to 
be that the new system may be fairly re- 
garded as being from 75 per cent. to 90 per 
cent good. General belief in the probable 
accuracy of these figures has done much to 
restore confidence, which seemed to have 
been badly shaken before the bill reached 
its final form for passage. It is pretty well 
agreed by all, that the desire to give the new 
plan a fair trial, and to lend every support to 
those upon whom will rest the task of in- 
stalling this entirely new system, is not lack- 
ing in sincerity. 

It is fair to assume that those with whom 
this grave responsibility will rest, will fully 
appreciate the importance of the fundamen- 
tal change in our currency system, as decreed 
by the act just written into law. A bond se- 
cured currency is to be supplanted by a cur- 
rency based upon commercial paper. This 
radical change is expected to give us an 
elastic currency; one not only sufficient to 
meet the every-day requirements of the Na- 
tion, but also capable of responding promptly 
ta the legitimate demands of trade in an 
emergency. We hope that with the operation 
of the new system we will have seen the last 
of money panics and currency famines, in the 
possibility of which our merchants and bank- 
ers have lived in constant fear and trembling. 

Sound sense and honest discrimination 
must be exercised by bankers in the per- 
formance of their most essential function— 
the creating of credit. Our mew currency is 
really to be a “credit currency” and the most 
delicate fabric in a banking sense is credit. 
If this mew system is to have as its basis 
commercial. paper, then all parties concerned 
must be interested in what under the act will 
in. the judgment of the Federal Reserve 
Board, constitute commercial paper. 








At the outset I will make so bold as to ven- 
ture the opinion that the single name obli- 
gation commonly dealt in, in our market, and 
termed, commercial paper, is not the charac- 
ter of paper which the letter and spirit of 
the new law defines in Section 13: 

“Upon the indorsement of its member 
banks, etc., any Federal reserve bank may 
discount notes, drafts and bills of exchange, 
arising out of actual commercial transac- 
tions; that is, notes, drafts and bills of ex- 
change issued or drawn for agricultural, in- 
dustrial or commercial purposes, or the pro- 
ceeds of which have been, or are to be used 
for such purposes, the Federal Reserve 
Board to have the right to determine or de- 
fine the character of the paper thus eligible 
for discount, within the meaning of this 
Act.” 

Those whose interests, either as sellers in 
the market of single name paper, or dealers 
in the same—when the question of defining 
the character of paper acceptable becomes 
one for argument before the Federal Reserve 
Board—will doubtless insist that this class of 
paper is covered by the act, upon the theory 
that the proceeds are to be used for commer- 
cial purposes. To them may we repeat the 
words of Goethe, 

“Grau, theuerer Freund, ist alle Theorie 

Und griin des Lebens goldner Baum.” 

One thing can be said with absolute cer- 
tainty, namely, that under no other banking 
system where credit forms the basis for cur- 
rency would single name notes such as are 
current in the commercial paper market of 
the present time in our country be accepted. 
The Bank of England, the bulwark of the 
financial world, takes in only paper bearing 
at least two British names, one of which must 
be the acceptor. In the London. discount 
market, the most important in the world, sin- 
gle namenotes such as are offered in our 
market are unheard of. Even a bill of ex- 
change drawn by a first class house on one 
of its own subsidiaries finds a narrow mar- 
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ket, though it bears two names; and finance 
bills are subject to considerable discrimina- 
tion at times in the London market. None 
of these bills are single name. Bills of ex- 
change indicating that they are drawn in 
connection with an actual commercial trans- 
action find a ready market and are always 
discountable in the money centers of Europe. 
Because of the radical change in our system 
it is most essential that we urge our bankers 
generally to adopt the commendable con- 
servatism of the prudent and well trained 
bankers of England, when we come to the 
point of adapting ourselves to the new order 
of things under the Currency Act. Surely 
there never was a time when we could, with 
better propriety, follow in the footsteps of 
those whose experience has been broader and 
more satisfactory under their system, than 
has been our unhappy experience in trying 
to keep pace with our progress, while labor- 
ing under an antiquated and rigid currency 
system. There is no logical reason why we 
should adhere to the old practices in any 
phase of our financial operations; then why 
not urge our merchants to do their share in 
creating real commercial paper—a promise of 
one merchant to pay at a given time, to 
another, for goods sold and delivered, and 
this when indorsed by the seller of the mer- 
chandise to be in negotiable form. 

Frankness always serves a good purpose 
when applied to serious discussion. We must 
guard against a cheapening of credit, for 
credit becoming the basis of our currency. 
“cheap credit” would in time spell “cheap 
money.” Some insist that credit is entirely 
too cheap in our country now, and who will 
venture to say that there is not at least some 
reason for such a view? It is the banker 
who is depended upon to apply the brakes 
when over extension threatens. 

At the risk of being characterized as a 
pessimist I quote from a most excellent vol- 
ume, “The Meaning of Money,” by Hartley 
Withers, of London: 

“It is the cherished ambition among 
Americans to: see New York — some 
day established as the monetary cen- 
ter of the universe, and with their 
vast natural resources and population there 
is no doubt that the United States can 
achieve any material tasks that they choose, 
if they can learn the necessary lessons and 
develop the necessary character. At present 
the chardcferistics of the typically American 
business ‘man’ seem “to fit him to do most 
things ~better’ than banking. His haste to 
grow ’rich, his eager enthusiasm‘ and buoy- 
ant’ optimism’ followed ‘by plunges into ap- 
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prehension and depression, his quickness and 
versatility, his keen sensibilities, his craving 
for speculative excitement, and his genius in 
exaggeration—all these qualities make him 
an excellent producer, a first-rate distributor, 
a miraculous advertiser, an unapproachable 
gambler, and a somewhat questionable 
banker.” 

It sometimes is of considerable value to 
us to see ourselves as others see us. Under 
the new banking system it will not be possi- 
ble, legitimately, to do a get-rich-quick bank- 
ing business. No one will deny that the in- 
tent of the new Currency Act is to create a 
new circulating medium and a system gener- 
ally, best calculated to aid the legitimate com- 
mercial interests of the country. The legisla- 
tion enacted is by no means perfect, and 
time and experience alone will aid in per- 
fecting the details. But more important and 
essential to its success, and the welfare of 
the country, is the vital question of the basis 
upon which this huge credit structure is to 
rest. The valuable experience of bankers in 
other countries, operating under systems that 
have stood the test of time, has demonstrated 
the wisdom of accepting for re-discount, only 
paper bearing at least two names. Surely it 
cannot be contradicted that countries follow- 
ing this practice are on a basis where their 
currency is both sound and elastic. 

The views recently expressed by an emi- 
nent Chicago banker, in which he endeavored 
to compare our practice of circulating single 
name paper with the custom so long estab- 
lished in foreign countries, so as to make 
it appear that it would be more desirable for 
the Federal Reserve Board to continue our 
practice rather than to urge a change in 
methods to meet the standards set by the 
banking authorities of the European coun- 
tries, created considerable surprise. His 
assertion that we are much nearer a cash 
basis than any foreign country is interesting, 
because of the fact that our lack of proper 
credit facilities was largely responsible for 
the inadequacy of our currency system. It 
is to remedy this that new legislation was 
enacted. 

Who will say that the following philosophi- 
cal observation of an English banker does 
not apply to any system: 

“Good banking is produced, not by good 
laws, but by good bankers.* * * * * No 
skillfully ‘devised banking system will make 
banking good, unléss the banking is con- 
ducted by straight and able managers, or 
defend ‘banking from suspicion by its cts- 
tomers, if other wheels in the financial ma- 
chine havé been proved to be unsound.” 
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STATE LAW SUPREME IN GRANTING OR DEFINING 


FIDUCIARY POWERS 
CONSTITUTIONAL AUTHORITY RECOGNIZED IN FEDERAL RESERVE ACT 


HE power accorded the Federal Reserve Board in Section 11 of the 
new Banking Act to “grant by special permit to National banks, 
applying therefor, when not in contravention of State or local law, 

the right to act as trustee, executor, administrator or registrar of stocks and 
bonds,” has created considerable discussion among experts on constitutional 
law. There is general agreement, however, that the reservation “when not 
in contravention of State or local law,” is a distinct acknowledgment of 
the exclusive power of the State to define or grant fiduciary powers. Par- 
ticular attention is just now being given to this subject where State legislatures 
are in session and where amendments are pending to reconcile State bank- 
ing law requirements to the provisions of the Federal Reserve Act, and enable 
State banks or trust companies, if they so elect, to become members of the 
Federal reserve banks. Such legislative action as has been taken is along 
the line that the Federal Reserve Board will not have power to grant any 
foreign corporations or National banks the right to act in trust capacities 
where the State laws specifically limit the exercise of such powers to trust 
companies and individuals, as is the case in most States. 

In a number of States where legislatures are now considering amend- 
ments to harmonize the banking codes with the provisions of the Federal 
Reserve Act, legislation is proposed, when necessary, to define clearly the 
exercise of fiduciary powers. In the revised New York banking laws proposed 
by the Van Tuyl Commission, the following amendment is submitted: 

“No corporation, other than a trust company, organized under the laws 
of this State shall have or exercise in this State the power to receive deposits 
of money, securities or other personal property from any person or corpora- 
tion in trust, or have or exercise any of the powers specified in subdivisions 
1, 4, 5, 6, 7 and 8 of Section 185 of this Article, nor have or maintain an 
office in this State for the transaction of, or transact, directly or indirectly, 
any such or similar business, except that a Federal reserve bank may exercise 
any of the powers to act as fiscal agent of the United States conferred upon 
trust companies by subdivision one of section 185 of this article, as are con- 
ferred upon it by the Federal Reserve Act.” 

The first draft of the so called “Aldrich” bill framed by the National 
Monetary Commission provided for the creation of “national trust com- 
panies.” In the draft, as reported to Congress, this section was eliminated 
as the result of the conviction arrived at, by the members, that Congress had 
not the power- under the constitution to bestow fiduciary powers and that 
this is a power which belongs to State governments solely. This interpre- 
tation was also substantiated by judicial decisions in connection with cases 
relating to the scope of the National Bank Act. 
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The power of Congress to charter National banks has never been ques- 
tioned since the famous case of McCulloch vs. Maryland, decided by Chief 
Justice Marshall in 1819. ‘That case determined that Congress, under its con- 
stitutional power to make all laws necessary and proper to carry into effect 
the enumerated powers, had the right to establish National banks. The need 
for some such governmental agency in levying and collecting taxes, paying 
the public debt, raising armies and regulating commerce was evident. The 
basis of the opinion sustaining the constitutionality of the act was, in the 
words of Mr. Justice Marshall, that the bank was “created for public and 
national purposes. It was not created for its own sake or for private pur- 
poses. It has never been supposed that Congress could create such a corpo- 
ration.” And this fundamental constitutional principle has been reiterated 
again and again by the Supreme Court from this famous decision of 1819, to 
the case of Easton vs. Iowa (188 U. S. 220), decided in 1902. “The object 
of the law,” said the Court in 1886, “was to establish a system of National 
banking institutions, in order to provide a uniform and secure currency for the 
people, and to facilitate the operation of the United States Treasury.” 
(Mercantile Bank vs. New York, 121 U. S. 138.) And to the same point, 
regarding the rights of the States, are the words of Mr. Justice Miller in the 
case of National Bank vs. Commonwealth (9 Wall, 353), when he says: 
“The agencies of the Federal government are only exempted from State 
legislation so far as that legislation may interfere with or impair their effi- 
ciency in performing the functions by which they are designed to serve that 
government. Any other rule would convert a principle founded alone on the 
necessity of securing to the Government of the United States the means of 
exercising its legitimate powers, into an unauthorized and unjustifiable in- 
vasion of the rights of the States. * * * So of banks.” 

The substance of the decisions is that inasmuch as the States have no 
power to regulate or control the business of National banks Congress has no 
power to accord to such banks to conduct private business which is entirely 
subject to State regulation, control and to adjudication by courts of local 
jurisdiction. The decisions also affirm that the exercise of trust functions 
does not come within the scope of interstate commerce legislation. It therefore 
remains with the State legislative body to determine who shall be qualified 
to act as trustee, executor or administrator just as the State laws govern the 
descent of property. 

In most States the statutes define who is qualified to act as trustee, 
executor, administrator or registrar and have prescribed regulations for trust 
companies and individuals as to how such services shall be performed. in- 
cluding the character of investments of trust funds. The New Jersey law, 
for example, provides that only trust companies are the only kind of corpo- 
rations which are entitled to act as registrar and transfer agents. It has 
been argued that National banks have frequently exercised the functions of 
transfer agents and trustees and have participated in reorganizations. But 
the judicial decisions prove that in assuming such functions they have acted 
ultra vires and have been enabled to set up a complete defense, in case of 
litigation, because of their iack of power. 

The power of the Federal Reserve Board to grant National banks 
fiduciary powers is therefore limited to banks applying therefor located in 
States where the statutes do not specifically limit such functions to trust com- 
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panies and individuals. In Illinois the authority to conduct trust business is 
also extended to State banks which comply with the provisions as defined 
by the trust company laws. It is stated, on good authority, that 
it is not the intention of the Federal Reserve Board to grant 
fiduciary powers, when permitted by local laws, to National banks 
except where the laws also permit State banks to conduct trust busi- 
ness. It is quite probable, however, that National banks located in smaller 
communities will be interested in securing fiduciary powers if there is no 
statutory prohibition. There the field is more open to competition than in 
the larger centers where trust companies have developed the most expert 
and economical service in this direction. 

Amendments have already been introduced in a number of States where 
legislatures are in session to clearly set forth the exclusive right of trust com- 
panies and individuals to act in trust capacities. In Maryland a bill has been 
introduced in the House of Delegates to “vest National banks or banking 
associations, incorporated under the laws of the United States, * * * 
with the right to act as trustee, executor, administrator or registrar of 
stocks and bonds * * *” It was pointed out, however, that the Maryland 
State laws designate all funds held for administrators, executors and all trust 
funds of any kind as preferred claims and that National banks have no pre- 
ferred claims under the National Bank Act. It would also be impossible to 
collect the gross receipts tax applied to trust companies because of the ex- 
emption of National banks from special State taxes. The committee has 
reported the bill unfavorably. 

Aside from the question of constitutionality involved in conferring 
fiduciary powers upon National banks there will doubtless be difficult 
problems to solve in connection with the powers given to State banks and 
trust companies which may become members of the Federal Reserve system. 
Amendments have been introduced in a number of State legislatures to 
remove any possible obstacles to trust companies and State banks subscrib- 
ing to the stock of Federal reserve banks. Such a provision is included in 
the recommendations of the Van Tuyl Commission in regard to New York 
laws. Counsel for trust companies have, however, brought up the point as to 
whether State banks and trust companies may assume powers and transact 
business under the Federal Reserve Act which may not be specifically granted 
in the State laws. In case of conflict of authority the courts would doubtless 
hold that in the case of State banks and trust companies the State require- 
ments supersede the provisions of the Federal Reserve Act. Considerable 
latitude is given the Federal Reserve Board making rulings and it is likely 
that many of these questions will be satisfactorily solved. 

It is a debatable question as to what effect the new banking law will 
have on the relative character of business conducted by National banks and 
trust companies. There are many trust companies which have consistently 
devoted themselves to fiduciary business and have not encroached upon the 
commercial banking business of National banks. Doubtless it will be of no 
advantage to these trust companies to become members of the Federal reserve 
banks as they have no paper available for rediscount. To obtain any ad- 
vantages by joining the system, trust companies will have to purchase or dis- 
count the kind of commercial paper which will be accepted by the regional 
banks for rediscount. It is interesting to note that the Van Tuyl Commis- 
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sion proposes to amend the New York laws to enable trust companies, in 
addition to. the State banks, to directly discount paper and likewise giving 
them the right to make acceptances of drafts, notes and bills of exchange aris- 
ing from either foreign or domestic transactions. In only five States are 
trust companies prohibited from discounting paper and only three States 
namely, California, Michigan and Wisconsin, prohibit the purchase of paper. 

There is no general movement among State banks or trust companies 
to subscribe to stock or apply for membership in the Federal reserve banks to 
be established. A number of applications from trust companies and State 
banks, especially from Middle Western States, have been received at Wash- 
ington. But in the East and New England the trust companies are reluctant 
to take any definite action until the new system has been put in operation 
and relative advantages or disadvantages are more clearly defined. None 
of the leading trust companies of New York have indicated a desire to join. 
The decision of many State institutions to delay action is encouraged by the 
assurances received from banks in the reserve centers that they will receive all 
necessary accommodation, as heretofore, even if they remain outside of the 
Federal system. ‘There is no restriction as to the accommodation which 
National banks of New York City, for example, may extend to non-member 
State institutions or trust companies, except that it is forbidden to rediscount 
at a Federal reserve bank the identical paper which it has previously redis- 
counted for a non-member bank or trust company. The member bank will 
have on hand a plentiful supply of its own bills receivable and of the bills 
receivable rediscounted by it for other member banks which it may take to 
the regional banks for rediscount. In fact a non-member institution will be 
able to obtain better facilities from its correspondents in New York, Chicago, 
Philadelphia, St. Louis and other reserve cities than under the present bank- 
ing system. The new reserve system is intended to minimize the possibility 
of panics and it is not unlikely that the Federal Reserve Board will interpret 
the law broadly so as to enable non-member State banks and trust com- 
panies to receive adequate accommodation. In the first place it is a question 
as to whether reserve banks will be able to earn sufficient at all times to pay 
6 per cent. on its stock and provide for other funds; secondly, it is a physical 
impossibility for the Federal authorities to supervise and examine the 28,000 
banking institutions of the country. Then there are the banks in smaller 
communities which may not be warranted in increasing their capital to the 
$25,000 minimum required for membership in the Federal system. 

An important point has also been raised as to the possibility of a State 
bank or trust company, which becomes a member, withdrawing from the 
system without liquidating. The lack of provision for rediscounting mort- 
gage’notes is one of the chief reasons why trust companies located in smaller 
communities are doubtful as to the advantage of joining. In a number of 
States the attorney-generals have decided that the banking laws prohibit 
membership because of the restriction against holding stocks of other cor- 
porations. Such decisions have been rendered in Kentucky, Michigan, fowa, 
Nebraska and other States. In Illinois, Missouri and several other States 
decisions have been rendered that such prohibition does not prevent State 
banks or trust companies from subscribing to Reserve bank stock. In many 
States there is no reserve required against time deposits while the Federal 
reserve plan calls for 5 per cent. reserVe against time deposits. 
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A REVISED SYSTEM OF BOOKKEEPING FOR THE 
TRUST DEPARTMENT 
SHOWING THE NECESSITY FOR A CONTROLLING ACCOUNT OF ALL 


TRUST FUNDS AT PAR AND ALSO AT APPRAISED VALUES 


MAURICE E. BENTON 
Assistant Secretary The Land Title & Trust Company, Philadelphia, Pa. 


to be uninteresting but we hope to show that it is not unimportant. 
In Philadelphia alone it concerns the sum of $855,550,701, as shown 
by the last report to the Banking Commissioner. This sum is over twice the 
amount held on deposit, and over twenty: times the capital of all the trust 
companies in Philadelphia. It must be evident therefore that the accounting 
of such vast sums should be safeguarded in every possible manner. 

Individual Units. It has been the custom in the bookkeeping methods 
of trust companies, to treat the respective trusts as separate and individual 
units, without bringing them together—through the automatic operations of 
systematic accounting—into one (or more) general accounts. In the early 
history of a trust company, with but few trusts to administer and little time 
required for an audit, the danger of errors and omissions is comparatively 
small, but as the business grows and there come to be hundreds, or even 
thousands of trusts, a very different and difficult condition confronts that 
company, which presents serious possibilities to be guarded against. It is 
certainly essential to introduce every practical means of safety afforded by 
improved methods of modern bookkeeping. 


: | ‘HE subject of systems of bookkeeping in the trust department may seem 





Inherent Difficulty. If there had not been some inherent difficulty in 
putting into effect such accounting, no doubt.the trust departments would 
have kept pace with the more improved systems in use by the banking de- 
partments of trust companies. This inherent difficulty is more apparent, 
when we consider that all trust funds are only “managed” by the company. 
Managed “well,” of course, but “managed for” others, and upon conditions 
—as stated—-essentially different in every estate. Another difficulty is that 
a complete segregation of all trust funds must be maintained, whereby the 
property of each particular estate may be shown separately and apart from 
any property belonging to the company and every other trust estate. 

This suggests a point of view, (respecting the trust department) when- 
ever funds come into its possession, not at all similar to the conditions under 
which funds are received by the banking department—on deposit, or other- 
wise, where, in a general way, the accounting has to do with cash, or ascer- 
tained cash values, while in the trust department, it has to do not only with 
cash and cash values, but also with other “things” of value, which when handed 
over to the company, have no definite cash valuation, and are accepted by the 
company only as specified “things,” to be accounted for in cash when con- 
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verted. Without designation in dollars and cents, these items cannot enter 
into a financial system of accounting, concurrently with the cash. 


Denominational Values. Apart from cash—the principal items compos- 
ing Trust Funds may be classified as follows: (1) Stocks, (2) Bonds, (3) 
Mortgages: (4) Miscellaneous and (5) Real Estate. 

It is possible to make use of the par or denominational value in respect 
to stocks, bond and mortgages and of the tax assessment valuation of real 
estate. All of these being figures fixed by others and not by the accountant, 
which figures may be used—without change—from the moment received until 
parted with. Such figures usually being in round sums, (even 100’s and 1000's) 
without cents. The Miscellaneous items may, or may not, have a denomina- 
tion in dollars. If any item has no denominational value, it can be dealt with 
in a supplementary manner. The totals of these permanent figures at “Par” 
will always make an audit easier and safer than where the appraised or esti- 
mated values alone are used. 


Appraised Values. Par, or appraisement, or assessment may have little 
or no relation to the actual value. But theoretically, that is immaterial, the 
practical necessity is to get some figure for a book valuation of every item. 
If every trust asset had an official appraised value when delivered to the trust 
department, there would be no greater difficulty in accounting at the appraised 
values than at par. In certain kinds of accounts the trust company is 
chargeable with the “appraised” value of assets, and it must account to the 
courts and interested parties on that basis. Whenever the company, in any 
fiduciary capacity, buys or sells anything, the actual amount paid or received 
must be stated. Upon distribution, it is customary to make use of appraised 


values. These are important factors which render the accounting at par 
alone impossible. 


Governed By Law. Accounts are kept not only for the convenience 
of the company, but also fo1 the benefit of the parties who have a legal right 
to the information. Whenever a fiduciary relation is legally established, the 
duty to account honestly and fully is imposed instantly. Unlike other 
branches of accounting, every entry is governed by an established principle 
of law or rule of court, or regulation issued by authority vested in puwhblic 
officials. This relation between the law and trust accounting, presents a 
legal as well as a practical point of view. The legal view is necessarily pre- 
dominant, for no matter what may be the practical question involved, the 
account must be in harmony with every legal requirement. 

It is unnecessary to give a full description of bookkeeping in the trust 
department, except by way of illustration—to say that it is bound by such 
specific Rules of the Orphans Court, as follows: 

“Accounts shall be stated with Debits preceding credits, (upon paper of the ordi- 
nary legal cap size, with the sheets fastened at, and folding over from the top of the 
age). 

7 ti dates of all receipts and disbursements must be accurately stated, administra- 

tion must not be blended with distribution, nor principal with income—but a separate 

account must be given of each. 


“Accounts of the proceeds of sale of Real Estate must also be separate from the 
Administration atcounts.” 


The form of Report of the Commissioner of Banking is none the less pasi- 
tive in respect to the totals and classifications of all trust funds, as follows: 
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The Problem. It is, of course, impossible within proper limits to examine 
the whole question of trust accounting. Therefore, let us consider the out- 
line of a Plan of Control—showing in terms of dollars—in proper co-relation: 
(1) all assets in each estate, and (2) the aggregate of all trust funds, at par and 
also at appraised values. Without which any system must be deemed to be 
incomplete. This presents the problem of how to supply the deficiency, if any. 
Actuated by Safety. A certain company, of which we have knowledge, 
before its doors were open to the public, had at the considerable expense of 
upward of a quarter of a million dollars, installed a Plant consisting of a com- 
plete abstract of every deed, mortgage and incumbrance accurately located 
against every inch of real estate situate within the limits of the present City 
and County of Philadelphia, running from the day of its foundation in 1682, 
when Wiiliam Penn received a good and marketable title by purchase from 
the Indians. The sole object of this Plant was to give to title insurance that 
quality of safety it could not otherwise possibly possess, if dependence were 
placed alone upon the public records, of which some had been lost and others 
destroyed, but all of which were indexed by name only. 
This company was the first to enter the Clearing House. It has, as far 
as we know, the most complete system of accounts for the control of trust 
funds. It was actuated in the adoption of the revised plan by the same 
motives that prompted the former acts—“Safety-” We make this explanation 
in justification of the further reference to the system in use by the Trust De- 
partment of The Land Title and Trust Company. : 
This plan is not intended to revolutionize any system at present in use 
in order to secure the controlling account. Nor is it intended to suggest new 
accounts of a technical character, which would require a specially skilled 
bookkeeper to understand; nor to so multiply the number of subsidiary 
accounts that the busily engaged officers in charge of the department would 
never have time to read or verify; nor such as would be useless in the prepa- 
ration of the Statement of Accounts required to be filed in Court and sub- ' 
mitted periodically to beneficiaries. But the plan is intended to improve 
—by revision—present methods, and where practicable, without taking away 
any real advantages. 
How to Provide Control. It is simple enough for an accountant or ‘ 
uy anyone else, to provide a controlling account. The entries must be arranged 
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so that they can take their proper place in the control account at the same 
time they take their place in the separate accounts. If the entry is a debit 
item it must appear in the Control Account as a Credit to that account, or if 
it is a credit item, then as a Debit. Considered from the viewpoint of a 
professional accountant these transactions are, in form, “journalized” as 





























follows: 
| (1) Cash or Investment Cee ~* | | | | | 
To, Trust Funds i] 
(2) Trust Funds See Dr. || | 


To, Cash or Investment 
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It must always be held in mind that the estates have separate cash and invest- 
ment accounts, which are distinguished from each other by prefixing the name 
or number of the estate. The title “trust funds” as here used, conforms more 
nearly to a capital account, except that it fluctuates constantly—whereas 
ordinarily capital remains fixed. If anyone has followed what we have tried 
to explain, he must have reached the conclusion that the principle involved 
is nothing more nor less than the essential features of dowble-entry book- 
keeping. And that is true, but with such modifications of the ledger, per- 
mitting the entry of complete details of every transaction, together with fur- 
ther modifications in form only, as may be desired, for the purpose of analysis 
and the like. 

Books. It is a good principle of bookkeeping to use classified columns 
for analysis, and provided it is not carried to excess, it involves practically 
no more time than the entry of it, with the result that the store of permanent 
information is greatly increased. The books composing this plan are (Ist) 
a Cash Book and (2nd) a Current Record of Investments. Both are books 
of original entry and bound, from which postings are made, with full details, 
to the (3rd) a Ledger composed of loose-leaf sheets, numbered and registered. 
Postings are also made of the total footings to the (4th) a Control Ledger. 
This book is bound. A system of original entry of all transactions is em- 
ployed, which is so inter-related to the method of depositing and withdraw- 
ing securities, that no entry could be made, or omitted, unless the securities 
were actually deposited or withdrawn, as the case may be. 

All accounts that have been closed are removed from the Ledger and 
filed, thus leaving in the hands of the bookkeeper for daily handling nothing 
but the current accounts. These accounts are kept in alphabetical order, 
according to the name of the estate with the caption, “The Land Title and 
Trust Company, Trustees, etc., in account with Estate of etc.,” followed by 
the two sub-divisions: (1) Cash; (2) Investments. The cash accounts in the 
Ledger are in themselves a complete Cash-Book of the particular estate. The 
investment accounts are likewise complete in respect to funds invested, in- 
cluding all property, other than cash, belonging to the estate. The Ledger 
is ruled so that as cash is decreased or increased by the purchase and sale 
of an Investment, automatically the investment account will show an increase 
or decrease as the case may be, for a like amount, and on the same line directly 
opposite the entry of the cash. 

Index Letters. Posting is simplified by the use of index letters at the 
top of the amount columns in the Cash Book and the Current Record Book. 
The bookkeeper is never in doubt as to which of the classified columns in 
the Ledger is the proper on: for the entry of an‘item, for the following rule 
is absolute: 


Every entry on the Cash Book and Current Record must be posted to 
the Ledger, and to the Trust, as stated, by entry in the column bearing the 
same index letter. 


These letters also serve another useful purpose in analysis. They indi- 
cate clearly the source as follows: 

A & B indicate Cash—Principal, (A) Receipts (B) Payments. 

C & D indicate Cash—Income, (C) Receipts (D) Payments. 

X & Y indicate Investments, (X) Received (Y) Parted with. 
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By the use of these letters, each standing for the source, as stated, the prin- 
ciple of the Control System is probably best explained, by the following equa- 
tion: (a—b) + (c—d) + (x—y)=z. The letter “z” is used to indicate Con- 
trol figures. Quod erat demonstrandum, 





Component Parts. The result of the control account is to “charge” and 
“discharge” the company in its fiduciary relations, for all receipts and disburse- 
ments in cash and in investment, The principal object is to show the total 
of all trust funds. But the account is so arranged that additional information 
in respect to classifications of the component parts is also shown, as follows: 


sg i (1) Principal. 
Uninvested Funds} (3 Income. 


} (3) Mortgages at Par. 
iy (4) Stocks at Par. 
(s) Bonds at Par. 
Invested Funds (6) Miscellaneous at Par. 
(7) Real Estate at Tax Assessment. 
(8) Total Invested at Par. 
| (9) Total Invested at Appraised Value. 


Forms. We wish to state that a fuller description of classified columns 
and special forms constituting this system are purposely omitted. These 
matters are details of interest only to those whose duties bring them closer 
to the question than most of us are, or ever hope to be. But for the informa- 
tion of those who possibly may be interested to the extent of going more 
thoroughly into detail, we submit complete copies of the forms: ; 
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TRUST LEDGER 
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After having spent considerable time and thought in the preparation of 
these forms, it has been very gratifying to learn of the favorable impression 
made upon everyone in a position to appreciate the difficulties involved. We 
will cite one such instance, as evidenced by the following letter on file, (with- 
holding the name of the writer), addressed to: 


“The Land Title and Trust Company, 
Broad and Chestnut Streets, Philadephia, Pa. 

Gentlemen :—The Ledger forms which we are now making, to be used by 
you in recording your trust and agency accounts, have attracted no little 
attention by reason of the simplicity and completeness of the system. 

As you know, we are called upon by banks, trust companies, and com- 
mercial houses of every description throughout ‘the country to suggest im- 
provements in their accounting methods, and to devise forms to overcome 
apparent weaknesses. This has resulted in our casting a critical eye over 
every form of note that comes to our attention, and we are free to say that 
your forms are unique in trust accounting; they make a difficult account 
problem comparatively simple, and provide an effective check on clerical 
error. 

We hope that-you will pardon this unsolicited comment, but we feel that 
the pioneer work evidenced in this system will be more generally appreciated 
as soon as its efficiency is realized.” 
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Problem Solved. There is no spot so desolate as the quarries of Vermont. 
Nature is ashamed of it. She has hidden it from view. But Mammon, who 
knows not shame, has taken away the cover and exposed the ugliness of barren 
rock—broken in ill shapes and strewn in disorder. Yet, under the magic of 
System this deformed stone, fashioned into shape, is made to serve a needed 
want. Lo! a deficiency supplied—a problem solved. Thus, it must be with 


the disordered figures denoting trust funds—when placed by the accountant 
under the beneficient influence of a controlling account. 


SUCCESS OR FAILURE OF NEW BANKING SYSTEM RESTS WITH FEDERAL 
RESERVE BOARD 


Vice-President Max May of the Guaranty 
Trust Company of New York, who is one 
of the foremost authorities on international 
finance, recently expressed his conclusions 
as to the newly enacted Federal Reserve 
Bank system in a letter to Prince P. Ponia- 
towski of the Banque Privee, Paris, France. 
Although Mr. May is hopeful that the new 
law will enable banking and business inter- 
ests to assume a more clearly defined and 
approved line of action he points out the 
great responsibility for good or ill with 
which the central Federal Reserve Board is 
clothed. Mr. May states that the benefits of 
the new system should accrue to the whole 
country although in the beginning it will 
probably mean a lessening in the prestige 
of Wall Street which has heretofore stood 
pre-eminent in American financial affairs. He 
says further: 

“What it will bring about, first and fore- 
most, is a substitution of commercial assets, 
as a basis for credit, in lieu of bonds and 
stocks, thus replacing rigidity and utter un- 
response by liquidity and healthful expan- 
sion or contraction as the demands of 
the commercial community may require. 

“By its workings in conjunction with its 
member banks, the price of money should 
become more uniform throughout the United 


States, it should be easier to control move- 
ments of gold to and from abroad, and a dis- 
count market in this country should arise 
which should eventually bear favorable com- 
parison with those of a similar character in 
the principal centers of Europe. 

“By being connected with each other 
through the medium of their own Regional 
Reserve Banks in their respective circle, and 
having the Board at Washington control the 
various movements of these larger circles 
and order interchanges and relations between 
them, the entire machinery should work 
smoothly and as one, if necessity for con- 
certed action arises and any given situation 
has to be met which requires solidarity and 
absolute unity of action. 

“True, there are some misgivings with 
reference to a number of essential features of 
the bill which perhaps are not as conserva- 
tively worked out as we all should have 
wished it. However, when a final analysis 
is made, the success or failure of the bill is 
dependent upon the Board of Governors to 
be selected by our President, whose good 
judgment in the past is sufficient warrant for 
a belief that he will acquit himself of this 
difficult proposition in a manner to add ad- 
ditional lustre and glory to himself and the 
country he represents.” 


GRINDING OUT BANK CHARTERS 


The editorial in the January issue of 
Trust CompaANIEs, entitled “A Contrast: 
Bank Failures and the Grinding Out of New 
Charters” has created considerable interest 
among State bank supervisors. Several 
communications have been received from 
State banking commissioners commending 
the suggestion that discretionary power 
should be lodged with banking departments 
in regard to issuing new charters. It is sig- 
nificant that the record of bank failures dur- 
ing the past few years shows the largest 
number in States where charters have been 
issued indiscriminately. It is not necessary 


to curb promotions where conditions call’ for 
additional facilities. But the evil centers 
largely around the professional promoter. 
There are syndicates operating in various 
cities which make a business of organizing 
banks solely for the purpose of securing 
commissions on stock subscriptions or or- 
ganization fees paid out of initial instalment 
payments on stock sold. These promoters 
seek the States where the laws as to incor- 
poration are loosely drawn and where bank- 
ing authorities have no alternative but to 
issue charters to applicants upon showing 
compliance to statutory requirements. 
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REVISION OF THE NEW YORK STATE BANKING LAW 


PROPOSED CHANGES IN TRUST COMPANY PROVISIONS AND 
ADJUSTMENT TO FEDERAL RESERVE ACT REQUIREMENTS 


EDWIN F. ROREBECK 


Vice-President Metropolitan Trust Company, New York, and Secretary of the 
Van Tuyl Commission 


has completed its labors and will submit a report to the Legislature 

before the first day of March. The proposed banking law does not con- 
tain any radical amendments to the present law. Some additional restrictions 
are imposed on banking institutions, but additional powers have also been 
conferred. New matter consists principally of the article on private bankers, 
which provides that the supervision of these bankers shall be exercised by the 
Superintendent of Banks instead of by the Comptroller of the State, as at 
present, and under new rules and regulations. 

The work of the Commission has been principally that of revision. The 
present law, while admittedly an exceptionally strong instrument, and one 
that has been used as a model by other States, is a patchwork of piece- 
meal legislation. The result has been that the law contains many involved para- 
graphs, ambiguous language, inconsistencies, etc. The Commission therefore 
has had in mind the simplification of phraseology and the clarification of am- 
biguities to conform to Department regulations, court decisions and opinions 
rendered by the Attorney-General. The new article on General Provisions has 
been greatly revised and many sections or paragraphs formerly in this article 
have been transferred to the particular articles to which they pertain, and the 
new article on General Provisions is limited to the powers and duties of the 
Superintendent of Banks, together with the sections establishing his office and 
providing for its administration. The term of office of the Superintendent has 
been increased from three to five years and his salary raised from $7000 to 
$15,000. 

Obsolete matter found in the old law has been eliminated. The sections 
providing for a State currency will not be found in the proposed bill, it being 
the opinion of a large majority of the Commission that the prohibitive tax on 
State circulating notes would probably never be repealed, and that if it is 
ever repealed a scientific plan for a State currency could be adopted to meet 
any situation that might arise. 

The article on Trust Companies shows very few material changes from 
the old law. The Committee having in charge this work consisted of Messrs. 
E. P. Maynard, President of the Brooklyn Trust Company; Judge Randall 
J. LeBoeuf, of Albany, a director of the Albany Trust Company, and Frank 
M. Patterson, a bank and trust company attorney of. New York City. It 
was felt by this Committee that the Trust Company article needed less amend- 
ment than any other article of the banking law. A comparison, however, of 
the articles on Banks and Trust Companies showed many incongruities. 


fe Van Tuyl Commission to Revise the New York State Banking Law 
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For instance, the sections on the incorporation of a trust company have been 
made to harmonize, as far as phraseology and method of procedure are con- 
cerned, with the similar sections in the article on Banks. 

The general powers conferred on trust companies have been increased. 
It has been heretofore a mooted question whether or not it was ultra vires 
for trust companies under the old Jaw to discount and negotiate promissory 
notes, drafts, bills of exchange and other evidences of debt in the same manner 
at State banks. A new paragraph has been inserted in the trust company 
article definitely giving trust companies such powers. The paragraph 1s as 
follows: 

“To discount and negotiate promissory notes, drafts, bills of exchange and 
other evidences of debt; buy and sell exchange, coin and bullion; lend money on 
real or personal securities; and to receive deposits of moneys, securities or other 
personal property from any person or corporation upon such terms as the com- 
pany shall prescribe.” 

Another power which has been conferred upon banks and trust com- 
panies is one authorizing them to accept drafts for payment at a future date, 
a power which has been exercised in practice heretofore but for which no 
specific authority has been given in the banking act. The section reads: 

“To accept for payment at a future date, drafts drawn upon it by its customers 
and to issue letters of credit authorizing holders thereof to draw drafts upon it or 
its correspondents at sight or on time, not exceeding one year.” 

The above section gives wider latitude to State banks and trust compa- 
nies than is given to National banks under the new Federal Reserve Act, 
which limits acceptance to drafts and bills of exchange growing out of trans- 
actions involving the importation and exportation of goods, having not more 
than six months to run, and limits the aggregate amount of such bills which 
a member bank may accept to one-half its paid up capital and surplus. The 
proposed New York State law-limits the liabilities of any individual, part- 
nership or unincorporated association to 25 per cent. of the capital. and sur- 
plus of a trust company, provided such liabilities are upon bills of exchange 
drawn in good faith against actual existing values or upon commercial or busi- 
ness paper actually owned by the person negotiating the same, to a trust 
company, and are endorsed by such person without limitation. This restric- 
tion would apply to bills accepted by a trust company. There is no restriction 
as to the aggregate amount of these bills and domestic acceptances are per- 
missible. 

The amendment authorizing a trust company to become a member of 
a Federal Reserve bank and to subscribe to the capital stock thereof, which 
amendment is also incorporated in the “Bauk” article, is as follows: 

“To purchase and hold, for the purpose of becoming a member of a Federal 
reserve bank, so much of the capital stock thereof as will qualify it for member- 
ship in such reserve bank pursuant to an act of Congress approved December 23, 
1913, entitled the “Federal Reserve Act’; to become a member of such Federal 
reserve bank, and to have and exercise all powers not in conflict with the laws of 
this State which are conferred upon any such member of the ‘Federal Reserve 
System.’ Such trust company and its directors, officers and stockholders shall 
continue to be subject, however, to all liabilities and duties imposed upon them 


by any law of this State and to all the provisions of this chapter to trust com- 
panies.” 


Loans to officers, directors, clerks or employees of trust companies and 
banks of discount and deposit are limited as follows: 
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“Shall not, nor shall any officer thereof, lend directly or indirectly any sum 
of money to any officer, director, clerk or employee of the trust company without 
thé written approval of a majority of the board of directors thereof filed in the 
office Of the trust company or embodied in a resolution adopted by a majority vote 
of such board, exclusive of the director to whom the loan is made, or in any 
event, to any executive officer where the trust company is located in a city of the 
first class; and if such officer, director, clerk or agent ‘shall own or control a 
majority of the stock of any other corporation a loan to that corporation shall be 
considered for the purpose of this subdivision as a loan to him. Every trust com- 
pany or officer thereof violating this provision shall, for each offense, forfeit to 
the people of the State twice the amount lent.” 

Restrictions are imposed upon trust companies (also banks of discount 
and deposit) as follows: 

“The stocks, ‘bonds, promissory notes or other interest-bearing obligations pur- 
chased by a trust company shall be entered on its books at the actual cost thereof, 
and for the purpose of calculating the undivided profits applicable to the payment 
of dividends, such stocks and securities shall not be estimated at a valuation exceed- 
ing their market values or present cost as determined by amortization, that is, by deduct- 
ing from the cost of any such stock or security purchased for a sum in excess of the 
amount payable thereon at maturity, and charging to profit and loss, a sufficient sum to 
bring it to par at maturity, or adding to the cost of any such stock or security 
purchased at less than the amount payable thereon at maturity, and crediting to 
profit and loss, a sufficient sum to bring it to par at maturity. 

“No trust company, shall, except with the written approval of the superin- 
tendent, enter or at any time carry on its books real estate and the building or 
buildings thereon, used by it as its place or places of business, at a valuation 
exceeding their actual cost to such trust companies. 

“No trust company shall by any system of accounting or any device of book- 
keeping, directly or indirectly enter any of its assets upon its books in the name 
of any other individual, partnership, unincorporated association or corporation, 
or under any title or designation that is not truly descriptive thereof.” 


The new reserve requirements for trust companies are as follows: 
“Every trust company shall maintain total reserves against aggregate demand 
deposits, as follows: 


“ 


1. Fifteen per centum of the aggregate of such deposits if such trust com- 
pany has an office in a borough with a population of two millions or over in any 
city. In trust companies so located, ten per centum of such aggregate shall be 
maintained as reserves on hand and the remaining five per centum of such aggre- 
gate may be maintained as reserves on deposit. 

“2. Thirteen per centum of the aggregate of such deposits, if such trust com- 
pany is located in a borough with a population of less than two millions, in any 
city, and has not an office in a borough specified in subdivision 1 of this section. 
In trust companies so located, eight per centum of such aggregate shall be main- 
tained as reserves on hand, and the remaining five per centum of such aggregate 
may be maintained as reserves on deposit. 

“3. Ten per centum of the aggregate of such deposits, if such trust company 
is located elsewhere in the State. In trust companies located in cities of the first 
and second class but not falling within swhdivisions one or two of this section, 
four per centum of such aggregate shall be maintained as reserves on hand and 
the remaining six per centum of such aggregate may be maintained as reserves on 
hand, and the remaining six per centum of such aggregate may be maintained as 
reserves on deposit. In trust companies located in cities of the third class and 
in incorporated and unincorporated villages, three per centum of such aggregate 
shall be maintained as reserves on hand and the remaining seven per centum may 
be maintained as reserves on deposit. 

“At least one-half of the reserves required by this section to be maintained as 
reserves on hand shall consist of gold, gold bullion, gold coin, United States gold 
certificates or United States notes; and the remainder may consist of any other 
form of currency authorized by the laws of the United States other than Federal 
reserve notes. 
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“If any trust company shall have duly become a member of a Federal reserve 

bank, it may maintain as reserve on deposit with such Federal reserve bank such 

portion of its total reserves not required by this article to be maintained as part 

of its reserves on hand, as shall be required of members of such Federal reserve 
bank.” 

As shown above, the percentages of reserves required of trust companies 
practically remain the same as in the old law. A slight reduction has been 
made in the cash reserves of trust companies up-State, in order to conform 
to the cash reserves required for banks of discount and deposit ‘The reserves 
for State banks have been made to conform, as far as possible, to the require- 
ments of the new Federal Reserve Act. 

Power to name depositaries for the reserves on deposit is given to the 
Superintendent of Banks by the following section: 

“The superintendent shall, upon the application of any bank, trust company, 
or private or individual banker, designate a depositary or depositaries for the 
reserves on deposit with such corporation or banker, provided for by this chapter. 
Such depositary may be a bank, trust company, or National banking association 
located in this State. But no bank, trust company or National banking association 
shall hereafter be designated as a depositary of any such reserves unless it shall 
have a combined capital and surplus of at least (a) one million dollars if located 
in a borough of a city, which borough has a population of two million or over; 
(b) seven hundred fifty thousand dollars if located in a borough of a city which 
borough has a population of one million or over and less than two millions, or in a 
city which has a population of four hundred thousand or over; (c) five hundred 
thousand dollars if located elsewhere in the State. 

“Banks and trust companies in the Borough of Manhattan, New York City, are 
prevented by the proposed law from carrying reserves with banks or trust companies 
having a combined capital and surplus smaller than their own capital and surplus, unless 
such depositary has a combined capital and surplus of two million dollars. A _ provi- 
sion is also made permitting banks and trust companies to carry reserves with banks 
and trust companies in Boston, Philadelphia and Chicago if institutions appointed as 
depositaries in these cities submit reports to the Superintendent of Banks and submit 
to examination to be made in the discretion of the Superintendent. 

Fines are to be levied against banks and trust companies for encroach- 
ments on reserves held against deposits, as follows: 

“If any bank, trust company or private or individual banker to which this 
chapter is applicable shall not maintain the total reserves required by this chapter, 
the superintendent shall levy an assessment upon it during such period as any 
encroachment upon its total reserves amounting to one per centum or more of its 
aggregate demand deposits shall continue, at the following rates: 

“(a) At the rate of six per centum per annum upon any such encroachment 
not exceeding two per centum of such deposits. 

“(b) At the rate of eight per centum per annum upon any additional encroach- 
ment in excess of two and not exceeding three per centum of such deposits. 

“(c) At the rate of ten per centum per annum upon any additional encroach- 
ment in excess of three and not exceeding four per centum of such deposits. 

“(d) At the rate of twelve per centum per annum upon any additional en- 
croachment thereon.” 

The time allowed for examinations by directors has been increased to the 
months of March or April and September or October. This section on exami- 
nation has been further amended by requiring a statement in detail showing 
every known liability, direct, indirect, contingent or otherwise of every 
officer or director thereof, or of any corporation in which any such officer 
or director owns stock to the amount of twenty-five per centum of the total 
outstanding stock, or of which any such officer or director is also a director. 
This is somewhat a modification of the amendment introduced and passed 
during the last session of the Legislature. 
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A new section has been inserted requiring every trust company to pre- 
serve all its records of final entry, including cards used under the card system 
and tickets, for a period of at least six years after making the same, or from 
the date of the last entry thereon. 

A section has been incorporated in the trust company article prohibiting 
any encroachments upon the powers of trust companies. This is a very in- 
teresting prohibition in view oi the authority given the Federal Reserve 
Board under the new currency act to permit National banks which become 
members of a Federal Reserve bank to act as trustees, executors and so forth. 
This section reads: 

“No corporation other than a trust company organized under the laws of this 

State shall have or exercise in this State the power to receive deposits of money, 

securities or other personal property from any person or corporation in trust, 
or have or exercise any of the powers specified in subdivisions 1, 4, 5, 6, 7 and 8 
of section 185 of this article, nor have or maintain an office in this State for the 
transaction of, or transact, directly or indirectly, any such or similar business, 
except that a Féderal reserve bank may exercise any of the powers to act as fiscal 
agent of the United States conferred upon trust companies by subdivision one of 
section 185 of this article as are conferred upon it by the Federal Reserve Act 
and a trust company incorporated in another State may be 
accept appointment and may act as executor of, 


appointed and may 
or trustee, under the last will and 
testament of any deceased person in this State, provided trust companies of this 
State are permitted to act as such executor or trustee in the State where such 
foreign corporation has its domicile, and such foreign corporation shall have 
executed and filed in the office of the Superintendent of Banks a written instru- 
ment appointing such superintendent in his name of true and lawful 
attorney upon whom all process in any action or proceeding by any resident of 
this State against such executor or trustee, affecting or relating to the estate repre- 
sented or held by such executor or trustee or the acts or defaults of such corpora- 
tion in reference to such estate with the same effect as if it existed in this State 
and had been lawfully served with process therein, and shall have also filed in the 
office of the superintendent a copy of its charter by 


porate seal, together with the post-office address 


office, its 


its secretary under its cor- 
of its principal office.” 


CONTRADICTORY REPORTS OF PROSPERITY AND 
“ARMIES OF UNEMPLOYED” 


It is somewhat difficult to reconcile the re- 
cent accounts of marked business revival 
with the reports of large armies of unem- 
ployed which from leading business 
and manufacturing centers. The democratic 
and republican members of the House of 
Representatives are consuming a great deal 
of time in bombarding each other with news- 
paper clippings and editorials, showing on 
the one hand extension of business and manu- 
facturing activities and on the other the most 
pathetic accounts of distress owing to lack 
of employment. The honors are about 
evenly divided. It is'also evident that Presi- 
dent Wilson is disturbed over the statements 
of unemployed, especially that coming from 
New York which gave the number of idle 
men as 350,000. 


come 


That there is an unusually large army of 
unemployed cannot be refuted. At nearly 
every large manufacturing establishment 
there are long lines of applicants and the 
supply certainly exceeds the demand. The 
republicans in Congress attribute this to the 
tariff and “New Freedom” policies. The 
democrats maintain that the percentage of 
unemployed is not larger than usual at this 
Perhaps it would be more to the 
point to attribute laboring conditions to the 
flooding of this. country with immigrants. To 
see the great ocean liners coming down the 
bay in New York every day, laden with 
thousands of prospective new citizens, would 
be an object lesson to Congress in connection 
with the enactment of new laws to restrict 
immigration, 


season. 
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TO INFLICT DEPOSIT GUARANTY SCHEME ON NATIONAL 
BANKING SYSTEM 


THE DISASTROUS OKLAHOMA EXPERIMENT 





The Bryan scheme for the guaranty of 
deposits in National banks will doubtless 
be passed during the present session of 
Congress. The Democratic leaders in 
Congress claim that they have a com- 
fortable majority to pass such an amend- 
ment to the Federal Reserve Act. It will 
be recalled that the Federal Reserve Bank 
bill reported by the Senate Committee on 
Banking and Currency contained a de- 
posit guaranty provision. It was dropped 
in conference, not because of a lack of 
sufficient but to make the Federal 
Reserve Act less obnoxious, and thus en- 
courage National banks to subscribe to 
the stock of the regional banks. It was 
a case of throwing overboard the super- 
cargo to keep the ship from floundering. 


votes, 


Now that practically all of the National 
banks have filed application for member- 
ship Senator Owen and pro- 
pose to pass the deposit guaranty clause 
without delay in accordance with their 
pledge when it was stricken out in con- 
ference. The Owen substitute bill pro- 
vided that after the payment of expenses 
and the annual 6 per cent. stock dividend 
the earnings of Federal reserve banks 
shall be applied as follows: 


associates 


One-half of the net earnings, after the 
aforesaid dividend claims have been fully 
met, shall be paid into a surplus fund un- 
til such fund shall amount to 4o per cent. 
of the paid-in capital stock of such bank, 
and of the remaining one-half, 50 per cent. 
shall be paid to the United States as a 
franchise tax, and 50 per cent. shall be 
paid to the United States as a trustee for 
the benefit of depositors in failed National 
banks, the money to be kept in and losses 
from failures to be paid from it as a de- 
positors’ insurance fund under a division 
of the Treasury to be constituted and 
managed under such regulations as may 
be prescribed by the Secretary of the 
Treasury. 


Senator Hitchcock’s 
plan provides: 


deposit insurance 





Net earnings over and above expenses 
and the aforesaid dividend shall be ap- 
plied as follows: Twenty-five per cent. of 
such net earnings to be carried to a sur- 
plus fund until such fund shall amount to 
20 per cent. of the paid-in capital stock 
of such reserve bank, and 37% per cent. 
of said net earnings shall be set aside in 
a trust fund to be known as the deposit- 
ors’ insurance fund and shall be used for 
the payment of the depositors of insolvent 
member banks under rules and regula- 
tions made by the board. When, in the 
judgment of the board, there has been 
accumulated in such depositors’ insurance 
fund a sufficient sum fully to insure the 
payment of the depositors of insolvent 
member banks, the board shall have power 
to suspend the setting aside and accumu- 
lation of the said 37% per cent. of such 
earnings, and thereafter such 37% per 
cent. of such earnings shall be paid to the 
United States, except that in the event 
the depositors’ insurance fund is depleted 
by the payment of depositors of insolvent 
member banks such fund shall be replen- 
ished by again setting aside such 3714 
per cent. of the earnings or so much 
thereof as, in the judgment of the board, 
may be necessary. 

It is hardly conceivable that the Wilson 
Administration should countenance the 
imposition of the deposit guaranty scheme 
upon the National banking system in view 
of the miserable fiasco of the Oklahoma 
experiment. Conservative banking senti- 
ment is solidly arrayed against this 
vicious doctrine which encourages wild- 
cat banking and places the strongest Na- 
tional bank in the country on a par with 
banks which are operated by incompe- 
tents or unscrupulous promoters. The 
Oklahoma deposit guaranty law is a 
tragic failure. Since its passage twenty- 
seven State banks in Oklahoma have 
failed through reckless management and 
incompetence. During the same period 
only two National banks in Oklahoma 
failed. The deposit liabilities of the 
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“guaranteed” banks amounted to $7,000,- 
ooo. The assessments for failures against 
the solvent banks in the system have ex- 
ceeded $2,000,000. One bank with $30,000 
capital has paid $20,000 in assessments. 
Nearly $500,000 in depositors’ guaranty 
fund warrants of the State of Oklahoma 
are now outstanding with only $35,000 
cash on hand in the guaranty fund. The 
warrants are certificates of indebtedness 
issued by the State, bearing 6 per cent. 
interest until paid. They are issued when 
the guaranty fund is exhausted and con- 
stitute a first lien upon the guaranty fund 
when collected and a first lien upon the 
capital stock, surplus and undivided profits 
of all the State banks to the extent of the 
liability of each bank in the guaranty fund. 

The law has been amended so that the 
annual assessment against a bank may 
not exceed one-fifth of one per cent. of 
the bank’s average daily deposits. The 
banking board may, at its discretion, levy 
an additional special assessment of one- 
fifth of one per cent. each year until 
June 30, 1916. Heretofore banks could be 
assessed up to 2 per cent. of their average 


iby sub-committees of the 


More than a hundred State 
banks have given up their charters and 
have reorganized as National banks in 
Oklahoma since the law went into effect. 

In the other deposit guaranty law States 
the system is beginning to show evil 
similar effects. Within the past few days 
the Lockney State Bank of Lockney, 
Texas, has been closed with deposit lia- 
bilities of $61,900. This bank was pro- 
tected by the Texas guaranty fund. Its 
failure was due to alleged embezzlement 
by a former official. 

The handwriting on the wall is plain. 
It will perhaps be of no avail for the Na- 
tional banks to protest at Washington 
against the enactment of deposit guaranty 
bill which has been practically completed 
Senate and 
House. Secretary Bryan had his way in 
dictating Government issue of currency 
and Government control of the Federal 
Reserve Board. His fine political hand 
may again be seen in the haste with which 
Congress proposes to enact the deposit 
guaranty plan without giving the bankers 
a chance to protest. 


deposits. 





NATIONAL BANKS AND THEIR RELATIONS TO OUT-OF-TOWN BANKS AND 
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A number of New York National banks 
have sent out circular letters to their out-of- 
town correspondents advising that the oper- 
ation of the new Federal Reserve Act will 
not disturb the reciprocal relations which 
now exist with banks which enter the sys- 
tem. 

The Irving National Bank has issued the 
following letter to its correspondents: 

“We believe the Federal Reserve Act sub- 
stantially and effectively provides a work- 
able basis for a flexible currency and credit 
system and that it will be generally accepted 
by the National banks of the country. 

“The question naturally arises as to what 
effect the inauguration of the new system 
will have on the relations between banks, 
particularly as concerns reserve and deposit 
arrangements with out-of-town correspond- 
ents. We see no reason why our present re- 
lations need be appreciably disturbed and 
whether we deal with members or non-mem- 


The State Bank of Evanston announces 
that $1 will be placed to the credit of every 
baby born within the city limits. Parents 
are advised to deposit sums corresponding 
to the age of the child on each birthday, 
making $250 when the child is 21. 


ber banks we feel sure we can be of service 
as heretofore and can continue to handle our 
correspondents’ business just as fully and 
acceptably as in the past.” 

The Chase National Bank has also advised 
its correspondent banks that accommodation 
facilities will not be impaired. The letter 
concludes : 

“* * * We shall be in a position to render 
the same service in the future as in the past 
to all our patrons, both State and National, 
and sincerely hope for continuance of their 
confidence and business relations.” 

At the close of business at the Treasury 
Department on Feb. 19, three days before 
the expiration of the sixty day time limit, 
2ll but 170 National banks, out of a total of 
7,500 in the United States, had applied for 
membership. Practically all of the new 
York National banks have filed their appli- 
cations. Among the latest was the National 


City Bank. 


The stockholders of the Irving National 
Rank of New York at a special meeting 
unanimously approved the recommendation 
of the board of directors that application 
be made for membership in the Federal Re- 
serve system. 
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Under the auspices of the Chamber of 
Commerce of the United States the most in- 
fluential and representative business men of 
the United States gathered at Washington 
February II to 13, and discussed the many 
phases of anti-trust legislation advocated by 
the Wilson Administration. Of timely in- 
terest, therefore, were the able addresses de- 
livered by eminent authorities on the sub- 
ject of corporation regulation and control 
by the government. Some of the proposals 
contained in the so-called “Five Brothers” 
bills, now pending in Congress, were severely 
criticised and the necessity of cultivating, in- 
stead of discouraging the spirit of co-opera- 
tion in the building up of large business 
units was warmly defended. Extracts are 
given herewith from some of the principal 
addresses. 

A particularly interesting address, which 
appeared to reflect the dominant sentiment of 
the gathering, was that delivered by Presi- 
dent Charles R. Van Hise of the University 
of Wisconsin on “Concentration of Industry 
in the United States.” In describing the ef- 
fect of recent anti-trust proceedings Mr. 
Hise said: 

“Much satisfaction has been expressed by 
many in the dissolution of the Standard Oil 
Company, the American Tobacco Company, 
the American Telephone and Telegraph 
Company, the Union Pacific-Southern Pa- 
cific merger, and other organizations. But 
what advantage has the public derived from 
the disintegration of these corporations? 

It may be that other companies engaged 
in the manufacture of oil, tobacco, etc., have 
been benefited by the change. In regard to 
this I do not know; but has the general pub- 
lic derived any advantage from the destruc- 
tion of these corporations? The chief in- 
terest of the public, in whether kerosene or 
gasoline is manufactured by one company 
or by ten companies is the price paid for the 
product. Is the retail price of kerosene, to- 
bacco, beef, or paper lower because there 
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have been dissolutions of great organizations 
engaged in the manufacture of these articles? 
It is not possible in an address to discuss in 
detail the fluctuation of prices of the various 
articles concerned; but those of most im- 
portance to the people are meat and oil. 
For these the prices have risen instead of 
fallen since the disintegration of the Standard 
Oil Company and the beef trust. Indeed the 
price of meat has risen more rapidly than the 
average price of all commodities; and for 
the products of petroleum if one combines 
kerosene, gasoline, and machinery oil, the 
prices have risen more rapidly than the aver- 
age for manufactured articles. 

Is the average price of the different brands 
of tobacco lower because of the disintegra- 
tion of the American Tobacco Company? 
Do any of you get your favorite brand of 
cigars at a reduced rate? If not a stock- 
holder, in what respect have you been bene- 
fited by the dissolution of the tobacco trust? 

Wherein will the public be benefited by the 
dissolution of the Union Pacific and the 
Southern Pacific Railways? Are rates lower 
for passengers or freight than they were be- 
fore the separation? And are they likely to 
become so? The only effect one can foresee 
so far as the public is concerned in the 
separation of these railroad companies is 
that there will be fewer through trains, 
greater expense in accounting, and less close 
co-operation between the two systems in 
handling the freight and passenger business 
of the public. 

Wherein will the public be benefited by the 
voluntary separation under the pressure of 
the Attorney General, of the Bell Telephone 
Company and the Western Union Telegraph 
Company? These two lines of business are 
closely analagous—the carrying of a message 
partly by one and partly by the other is of 
advantage to millions of people. From the 
point of view of economy in doing the work 
of the two the closer the co-operation the 
better. At innumerable places in the United 
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States, one small room would furnish ade- 
quate quarters for the service of both the 
telephone and telegraph; indeed this is the 
situation in-a number of European countries. 
In very small exchanges a single person on 
duty at one time could’ handle the necessary 
work of telephone central and an operator 
for the telegraph. But more important than 
these is the use of the same set of poles, for 
the telephone and telegraph wires, a very ex- 
pensive part of the installation in both lines 
of business. 

Indeed the economies of joint operation 
are so evident that if both were administered 
by the Government in this country, as is the 
situation in various other countries, no one 
would for a moment think that they should 
be independent. In that case, it would be 
agreed by all that there should be as close 
interlocking as possible in the use of the 
necessary facilities and of the force. * * -* 

When glee is expressed at the disintegra- 
tion of a great corporation we should have a 
satisfactory answer to the question: ‘Where 
does the public come in?’ before we join in 
the mirth. If the public has gained nothing 
in price reduction for standard articles or 
for service by the destruction of the great 
corporations, would it not have been wiser 
to take steps to see that their profits were 
made reasonable, that the great advantages 
which come from their magnitude, efficiency, 
and co-operation should be shared in a large 
measure by the public?” 

In closing Mr. Van Hise offered the fol- 
lowing conclusions: 

“1. The Sherman Act has been useful in 
preventing unfair practices and punishing 
those who indulged in them; and its influence 
in this matter is likely to become much 
greater in the future than in the past. Mani- 
festly the act should not be modified so as to 
interfere with its efficiency in this respect. 

2. The Sherman Act was useful as a club 
to prevent a general advance of freight rates, 
before the enactment of the clause which 
gave the Interstate Commerce Commission 
authority to suspend proposed advances 
pending investigation. 

3. But the most important effect of the 
Sherman Act to the present time has been 
the acceleration of concentration of industry 
by driving organizations from the trust to 
the holding corporation, and from the hold- 
ing corporation to complete merger, an effect 
the very opposite of that intended by those 
who favored the passage of the law. 

4. No advantage has been shown, nor is 
likely to be shown from dissolution of public 
utility corporations under the Sherman Act, 
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which are already under the control of the 
commissions, State and National. These are 
illustrated by the American Telephone and 
Telegraph Company, the Union Pacific- 
Southern Pacific merger, etc. On the con- 
trary there is every likelihood that the public 
will suffer from dissolutions of organizations 
of this class. The above statement does not 
necessarily include lines of business of a non- 
public utilities nature which may be owned 
or controlled by a public service corporation. 

5. To the present time it cannot be shown 
that any advantage has accrued to the public 
from the disintegration of such industrial 
organizations as the Standard Oil Company, 
the American Tobacco Company, etc. While 
the evidence is not wholly decisive, its weight 
is rather that the public has suffered from 
their dissolution through increased prices. 

6. The foregoing conclusions, combined 
with other facts, lead to another direction 
than disintegration as the solution of the dif- 
ficulties which have arisen in connection with 
concentration of industry; that solution lies 
along the following lines: 

a. There should be created Interstate and 
State trade commissions which shall have 
powers in regard to those industrial organi- 
zations so large as to be affected with a public 
interest, similar to those which the National 
and State public utilities commissions have 
in regard to the public utilities. 

b. The Sherman Act should be supple- 
mented by another act, which shall forbid all 
combinations and contracts in restraint of 
trade which are detrimental to the welfare 
»f the people and make the presumption that 
all such combinations and contract are thus 
detrimental; but permit the trade commis- 
sions to allow such reasonable contracts and 
combinations in restraint of trade as are not 
inimical to the welfare of the people. 

7. This program to create Interstate and 
State trade commissions and permit reason- 
able co-operation will result in the following 
benefits : 

a. The efficiency which goes with indus- 
trial magnitude will be securable and the 
resultant profits may be fairly distributed 
between the producer and the consumer. 

b. The farmers’ co-operative movements 
will become lawful. 

c. Labor organizations will be free to act 
in all legitimate ways. 

d. Exploitation of the natural resources 
may be carried on in harmony with the prin- 
ciples of conservation.” 


Proposed Amendments to Sherman Act 


Another important address was that de- 
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livered by Victor Moravetz of New York 
City in regard to the operation and judicial 
interpretations of the Sherman anti-trust 
act. Speaking of the proposed amendment 
of this act Mr. Moravetz said: 

“The anti-trust act prohibits in the broad- 
est language restraints of trade and monopo- 
lizing, and it is now settled that the purpose 
and policy of the act cannot be avoided by 
any disguise or subterfuge. I doubt that 
any statute can be drawn that would really 
make the anti-trust act more definite and 
certain, except, either by limiting the scope 
of the act and defeating its purpose, or, 
else, by subjecting commerce to a set of 
cast-iron rules that would cripple it. Cer- 
tainly, neither the so-called ‘Bill to Define 
the Sherman Law’ nor the so-called 
‘Trades Relations Bill’, nor any of the other 
bills introduced in Congress would tend to 
niake the law more definite and certain. 
Not one of these bills purports to limit the 
scope and effect of the existing broad pro- 
hibitions of the existing law, and not one of 
them indicates a single act that hereafter 
shall be lawful. All these bills leave the 
existing anti-trust Act in full force, and sim- 
ply impose additional prohibitions which 
would give rise to additional uncertainty and 
litigation. 

The bill to define the anti-trust act by in- 
cluding within its prohibitions certain defi- 
nite offenses is especially subject to criti- 
cism on the ground that it defines nothing, 
that it clarifies nothing, and that it would 
create a cloud of uncertainty and doubt. The 
bill provides among other things that the 
prohibitions of the anti-trust act shall in- 
clude any company, combination, or agree- 
ment whose purpose is either ‘to create or 
carry out restrictions in trade’ etc., or ‘to 
limit or reduce the production or increase 
the price of merchandise, or of any commod- 
ity,’ or 

‘To prevent competition in manufacturing, 
making, transporting, selling, or purchas- 
ing of merchandise produced, or of any com- 
modity,’ or 

‘To make any arrangement or arrive at 
any understanding by which they, directly 
or indirectly, undertake to prevent a free and 
unrestricted competition,’ etc. 

No man can foretell what effect would be 
given to this language; but if it should be 
construed as extending the prohibitions of 
the present law so as to prohibit every agree- 
ment or ‘understanding’ in any degree re- 
stricting trade, or limiting production, or 
increasing prices, or diminishing competition 
without regard to the question whether 


its purpose or effect, was really to re- 
strain or to monopolize trade, the result 
would be to render it practically impossible 
to carry on a large part of the: necessary 
business of the country under the ban of the 
law. The result would be either to cripple 
legitimate business, or to make it necessary 
to transact business in violation of the law 
in the hope that the Department of Justice 
would not enforce its penalties. There is an 
unfortunate tendency at the present day to 
enact wholesale prohibitions with heavy 
penalties, trusting to the good sense and dis- 
crimination of the Department of Justice 
and of the courts and juries not to enforce 
the law, except when its violation would 
cause serious injury to the public. Such legis- 
lation leads to contempt for the law and to 
lawlessness. Such legislation, in effect, sub- 
stitutes government by executive will for 
government under laws and it is inconsistent 
with the fundamental principles of freedom.” 


Defends Interlocking Directorates 


Various drastic provisions in the pending 
anti-trust bills were criticised in the address 
delivered by Frederick P. Fish, former presi- 
dent of the American Telephone and Tele- 
graph Company. In regard to the bill to 
prohibit “interlocking directorates” Mr. Fish 
said: 

“Another bill, based upon certain assumed 
evils that from the fact that 
some men are directors in more than one 
corporation, goes a long way toward for- 
bidding the service of any one man on the 
The chief manu- 
facturer of a small city or town is naturally 
a director of the local bank or trust com- 
pany, of the local public service corporations 
and of other local interests. He may be 
almost the only man in the community who 
is really competent for such service. Is 
there any real reason why this should not 
continue? In a large city the conditions are 
often such that a number of corporations 
need the services of a particularly able man 
which can be given without the slightest 
harm to any one, without the least effect 
upon monopoly or restraint of trade, and to 
the very great advantage of each of the cor- 
porations. 

There is no doubt that some individuals 
have served as directors on too many cor- 
porations, although it is by no means clear 
that there has been any substantial harm be- 
cause of this condition. If this bill became 
a law, it seems certain that a greater evil 
than the one just referred to would result, 


have arisen 


boards ot two companies. 
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namely, not enough men of the proper type 
for directors could anywhere be found. 

The large corporations would undoubt- 
edly have the preference and the smaller 
cnes might not be able to get any directors 
who were at all fitted for the work. It is 
doubtful if even the large corporations could 
find enough men of the right type. 

The question as to whether such legisla- 
tion as is proposed on this subject is required 
should certainly receive most careful consid- 
eration from the people at large, who are 
quite competent to pass upon many phases 
of this particular matter after they have 
studied it, even if expert knowledge, not 
common in the community, is necessary to 
form a sound judgment on many other mat- 
ters of proposed legislation relating to our 
industries. 

I cannot help thinking that if these bills, 
in their present form, were enacted into law, 
the conduct of our business would suffer 
irreparably, with disastrous results. But 
back of all these suggestions as to detailed 
legislation is the broad question of whether 
we are approaching the subject of the proper 
control and development of our industries in 
the right way. I believe that it would be 
greatly to our advantage if that underlying 
question could be studied, and we could be 
sure that it was settled on a sound basis, 
before we advance further into the regions 
of the unknown by adopting speculative sug- 
gestions based on unproved and at least 
doubtful theories rather than on the facts 
and necessities of our business situation.” 


Combination versus Competition 

In discussing the various anti-trust bills 
Professor Henry R. Seager, of the Columbia 
University, said, referring to combination 
and unregulated competition: 

“The truth is that our governmental policy 
toward railroads and other common carriers 
has long been inconsistent. The amend- 
ments to the Interstate Commerce Act giv- 
ing the Interstate Commerce Commission 
complete control over rates, supplemented as 
it is about to be by the proposed measure 
giving it similar control over the issue of 
new securities, make the present restrictions 
of the anti-trust act, as laid down in the 
Traffic Association cases, illogical and un- 
necessary. Any further restrictions would, 
in my judgment, be highly undesirable. As 
regards the common carriers we are com- 
mitted by the incontestable economic facts, 
as well as by the terms of the Interstate 
Commerce Act, to the policy of the regulated 
monopoly. To deny it or to ignore it in 


amending or extending the anti-trust act is 
to fly in the face of the intelligent opinion of 
the country. 

It has been customary among economists 
to draw a rather sharp distinction between 
railroads, telegraph and telephone companies, 
street railroads, water, gas and electric light 
companies and other public utilities, which 
are styled natural monopolies, and manufac- 
turing, mining and other industrial com- 
panies. Monopolistic in their very nature, 
the first class of businesses will not be ade- 
quately regulated by competition. For them 
we need and have developed machinery for 
the regulation of rates and charges in the 
public interest, where we have not actually 
undertaken government ownership and 
operation. This distinction is entirely ignored 


by the present anti-trust act and is equally 
ignored in the proposed amending bills, from 
which it might be inferred that competition 
in railroad rates—rate wars—were as much 
in the public interest as competition in the 
selling of dry-goods.” 


The Anti-Trust Bills Will Shackle 
Legitimate Business 


In the effort to reach the small proportion 


‘of corporations, which according to Presi- 


dent Wilson, is only 10 per cent., which re- 
quire disciplinary supervision, it is proposed 
to enact bills at Washington which will seri- 
ously cripple all business. The five anti-trust 
bills introduced were all severely criticised 
at the annual meeting of the Chamber of 
Commerce of the United States. Extracts 
from some of the addresses delivered at this 
notable gathering in Washington are printed 
elsewhere in this issue of Trust COMPANIES. 
The so-called “trade relations” bill has come 
in for such strong opposition that it is to 
be completely revised. Certain features of 
the interstate trade commission bill, creating 
a Federal commission of five members, are 
endorsed. The interlocking directorates bill 
is obnoxious in many respects to business 
men, banks and corporations, interfering as 
it will, with the methods of co-operation 
which have proved so effective and healthful 
in the past. The bill to define illegal prac- 
tices under the Sherman Act is regarded as 
wholly unnecessary and as rendering that 
law less effective. Some good points are 
seen in the bill to empower the Interstate 
Commerce Commission to supervise the issue 
of corporate securities. The attitude of the 
Interstate Commerce Commission in with- 
holding the increase in freight rates to East- 
ern railroads does not, however, indicate that 
such supervision would promote the welfare 
of corporations or railroads. 
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Few people realize how numerous and in- 
volved are the burdens that the Federal in- 
come tax law has placed upon banks and 
especially upon trust companies because of 
their fiscal and fiduciary relations both with 
corporations and individuals. The carrying 
out of its provisions has in reality imposed 
upon such institutions a vast amount of work 
and considerable expense. 

Banks and trust companies act in the mat- 
ter of the new income tax as collecting 
agents for their depositors; and also as pay- 
ing agents for the payment of coupons and 
registered interest of numerous corporations, 
When a bank or trust company acts as col- 
lecting agent, the new income tax law requires 
depositors to present an ownership certifi- 
cate with each kindof coupon. In the case of 
individuals, certificate #1009 is used and by 
this the .owner may or may not claim a de- 
duction of the aggregate amount of coupons 
deposited for collection. Such deduction is 
applied to the total exemption allowed under 
paragraph C section 2 of the law. 

Special forms of certificates are used for 
corporations, partnerships, fiduciaries and 
foreign residents; and also a form to be 
made up by the collecting agency when no 
ownership certificate accompanies the cou- 
pons. The coupons when accompanied by the 
proper certificate are accepted by the bank 
for deposit, and they are generally credited 
to the depositor’s account on the day on 
which they fall due. The collecting agency 
stamps these certificates with its name, ad- 
dress and date, and sends the coupons with 
the certificate attached for collection to the 
paying agency. When the owner of the cou- 
pons in his certificate does not claim exemp- 
tion, the paying agency deducts the one per 
cent. normal tax except in cases where the 
bond to which the coupons belong contains 
the tax free covenant. Where the one per 
cent. tax is thus deducted, the collecting 
bank charges the depositor’s account with 


the one per cent., and so informs the de- 
positor. 

The collecting agency is not required to 
withhold the tax except in cases where no 
ownership certificate is furnished (and on 
foreign items referred to later) ; and certifi- 
cate 1002 is used by the collecting agency, 
which means that coupons have not been ac- 
companied by the owner’s certificate. In both 
these cases the depositor’s account would be 
credited, of course, with only ninety-nine 
per cent. of the amount of the coupons. 

lf an individual, for any reason, does not 
wish his ownership certificate to go outside 
of his own bank, he may request the bank 
to use what is known as a substitution cer- 
tificate, form 1000-A. On this certificate, the 
name of the owner is not required, the bank 
simply certifying to the fact that they have 
received from their depositor, the ownership 
certificate as required by the regulations and 
will send such ownership certificate direct 
to the Internal Revenue Office at Washing- 
ton. This discloses the owner’s name only to 
his own bank and the Government authori- 
ties, while on the other hand, his name would 
be known also to the paying agency and 
debtor corporation. 

The same course is followed in regard to 
trustees, partnerships, organizations and cor- 
poration forms and the Government has pro- 
vided a substitution certificate for each case, 
the certificate numbered the same as the own- 
ership certificate, with the letter “A” added. 

Fore1icn Items.—Coupons and obligations 
of foreign corporations and other foreign 
items, received for collection should be ac- 
companied by certificates of ownership, 
which certificates must claim deduction if 
the owner desires to have the coupons, etc., 
paid in full. When such certificate of own- 
ership claiming exemption is presented the 
collecting agency should stamp the item: 

“Income Tax Exemption claimed through 
(give name, address and date).” 
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When foreign items are not accompanied 
by certificates of ownership, one per cent. 
should be deducted by the collecting agency, 
and the item stamped: 

“Income Tax Withheld by (give name, ad- 
dress and date).” 

The Treasury Regulations provide that, if 
the size of the coupon, check, etc., make such 
endorsement impossible, a statement bearing 
said endorsement and identifying the item 
may be attached thereto. It should be espe- 
cially noted that all persons, firms or cor- 
porations that collect foreign items are re« 
quired by law to obtain a license from the 
Commissioner of Internal Revenue 

A report of all taxes withheld by the col- 
lecting Agency should be made to the C 
tor of Internal 
which the agent does business on or before 
the 20th of each month. This report should 
include all withheld during the 
previous month. For the report of 
withheld on account of certificates of 


CO 
O1iCC- 


Revenue of the district in 


taxes 
taxes 
Vner- 
ship not being furnished form 1044 should be 
used and form 1043 should be used 
withheld on foreign items. In addition 
these monthly reports, the law also requires 
an annual list return to be made on 
fore March 1, of year. All 
should be made in duplicate. 
PAYING AGENCIES.—Banks and 
companies acting as paying, agents for cor- 
porations require, before they pay coupons, 
certificates of ownership. Coupons will be 
paid at their face amount if the certificat: 
filed claims deduction and 
when no deduction is claimed, in cases where 
the bonds contain the tax 
the corporations have 


each 


trust 


also, of course, 


free clause, and 
given the agents in- 
structions to pay the full amount 
whether the deduction is claimed or not 
The paying agency keeps a monthly record 
of the coupons paid together with certifi- 
cates filed. The agency returns the coupons, 
the certificates and the income tax withheld, 
to the debtor corporation for whom they are 
acting as agent. This debtor corporation is 
required by the Treasury Regulations to 
make a report to the Collector of Internal 
Revenue in its district on or before the 20th 
of the month following the month in which 
the coupons are paid. Form No. 1o12 or No. 
1012-A are provided for this purpose. These 
forms should show a list of all the certifi- 
cates on which deduction has not been 
claimed. The debtor corporation must de- 
liver to the Collector of Internal Revenue 
both classes of certificates; although for the 
present no list is required of the certificates 
on which deduction is claimed. An annual 


of interest, 


list return (Form 1013 must be used) is also 
required of the debtor corporation. 

FiscaL AGeNcIES.—The Treasury Regu- 
lations permit the debtor corporation to ap- 
point a fiscal agent in matters pertaining’ to 
the collection of income tax provided that it 
file with the Collector of Internal Revenue 
for its district a proper notice of the appoint- 
ing of such an agent. 
made, the 
acting as 


If such an appoint- 
trust company 
should make the 
monthly and yearly return to the Government 
This 
report should be filed in the district in’ which 
the agent does business. 


ment is bank or 


fiscal agent 


on behalf of the debtor corporation. 


REGISTERED INTEREST 


The method 
should be followed in the collection of inter- 


Same 


est on registered bonds. It would be well 


for agents to send the registered bondholders 


ownership certificates to be signed by them, 


shortly before which the 


interest 
In case are not returned, duly 
before the l I 
ild withhold checks 
The ownership certificates sl 
bly written and separate cer 
accompany coupons for each issue of 
and for coupons of the same issue but of 
1,4 ley 1-4 


GUC GalCs 


Care should be taken to 
n form 


number 1,000, either the 


| 
stricken 


Important Announcement 


, 


‘*Your House in Order’’ in Booklet Form 


Trust CoMPpANIES Magazine has obtained 
the exclusive copyright privilege of repro- 
ducing in printed or booklet form the splen- 
did article on “Your House in Order,” 
written by Peter Clark Macfarlane and 
which appeared in a recent issue of Collier’s 
National Weekly. This article has created 
wide interest among trust company officers 
becaus¢ of the eloquent, striking manner 
in which the advantages of appointing a 
reliable trustee or executor is illustrated. 
The article has been especially adapted 
to trust companies in attractive booklet 
form, for distribution among their cus- 
tomers and prospective clients. Individual 
advertising matter may be inserted in book- 
lets by special arrangement. Information 
as to prices for copies in quantity will be 
supplied upon application to Advertising 
Service Department, Trust COMPANIES 
Magazine, 1 Liberty St., New York City. 
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Despite the numerous illegalities 
closed by the operation of the Income Tax 
Law, the hardships and unwarranted bur- 
dens imposed upon banks and trust com- 
panies in enforcing its provisions, there 
is little prospect of securing the necessary 
amendments during the present session of 
Congress. Congressman Hull, who 
drafted the law, voiced the determination 
of the Democratic leaders to prevent any 
amendatory legislation on the ground 


that it would reopen the controversies 
over the various tariff schedules. Mem- 
bers of Congress have been deluged with 
petitions from banks, bankers, trust com- 
panies and paying agents to afford re- 
lief. A form of a petition has been sent 


to all members of the Trust Company 
Section by Chairman John H. [ 
the Executive Committee, with the 
gestion that the same be signed and sent 
to Congressional representatives. At- 
Roberts Walker, Frederick Geller 
ederick W. Stevens, a committee 
appointed by representatives of trust com- 
York City, have 
form of protest to 
1040 requiring returns from individ- 


Mason of 


sug- 


torneys 
and | 
panies of New also pre- 
pared a accompany 
form 
uals. 

Copies of the petition and form of pro- 
test may be secured by communicating 
with Trust CoMPpANIES Magazine. 

The petition urges amendments to the 
Income Tax Law, so as to provide for a 
method of “information at the source” in 
lieu of the present provisions of “collec- 
tion at the A bill has been in- 
troduced in the House by Congressman 
Herman A. Metz which embodies these 
recommendations. It is further suggested 
in the petition that, in the event the law 
is not speedily amended, that an annual 
appropriation be made by Congress to re- 
imburse banks and trust companies for 
the extra expenses to which they have 
been subjected as agents for the Govern- 
ment in the collection of the tax. The 
reasons for the amendment are set forth 
as follows: 

“The present method of collection at 
the source adds many unnecessary com- 
plications to bondholders and other in- 
vestors; it has added enormously to the 
expenses of banks, bankers and trust 
companies, and the labor in investigating 


source.” 
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PETITION CONGRESS TO AMEND INCOME TAX LAW 


dis- 


and making refunds will yearly cost the 
Government vast sums of money, all of 
which can be avoided. The present law 
provides that the tax shall be collected 
first and assessed afterwards. The tax is 
collected on the gross income and is later 
assessed on the gross income /ess cer- 
tain deductions which are allowed, so that 
refunds will be necessary on a very large 
proportion of the returns of individuals. 
Under a plan of information at the source, 
all of these complications and unneces- 
sary expenses aggregating up into the 
hundreds of thousands of dollars annually, 
will be eliminated and the Government 
will be in possession of more information 
for the verification of the 
divid 
the law as it now 
The protest to 
returns on 


returns of in- 
uals and corporations, than under 
‘ i stands.” 

accompany individual 
1040 is addressed to the 
Secretary of the Treasury, commissioners 
and collectors of internal revenue. It is 
designed to protect all rights of taxpay- 
ers which may be hereafter established in 


form 


test suits. It is urged that trust com- 
panies secure copies of this form of pro 
test and provide individual customers 
with copies to accompany their returns. 


The protest is based largely on constitu- 
tional points and alleged illegalities in the 
income tax law as the regula- 
tions issued by the Treasury Department. 
The committee of attorneys representing 
New York trust companies has 
mitted a report in which the 
arising in connection with form 
discussed at length. 


well as in 


also sub- 
questions 
1040 aré 


Calendar for Taxpayers 
The Columbia Knickerbocker Trust 
Company of New York City is providing 
its customers with a convenient and use- 
ful calendar, containing information of 
special importance to taxpayers concern- 


ing the Federal income tax and local 
taxation in the city of New York. It 


shows the dates and manner of making 
individual income tax returns, dates when 
water rates, real estate and personal taxes 
are due and payable. The booklet also 
contains other timely information and in- 
struction for taxpayers. Copies may be se- 
cured by writing to the Columbia Knicker- 
bocker Trust Company. 
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BANK DEFALCATIONS HOW THEY MAY BE PREVENTED 
OR GUARDED AGAINST 


LOSSES MAY BE AVOIDED BY COMMON-SENSE METHODS 
AND REMOVING THE CAUSES OF TEMPTATION 


WILLIAM J. BURNS 
Of the William J. Burns International Detective Agency, Inc. 





There are approximately 175,000 men em- 
ployed in clerical and non-executive capaci- 
ties by the banks of this country. Consider- 
ing the vast sums of money, the volume of 
negotiable paper which must pass through 
their hands and the temptations with which 
they are daily confronted, the number of 
defalcations is exceedingly small. My ex- 
perience has brought me in touch with bank- 
ing institutions in different countries and I 
can say, in all candor, that nowhere is the 
standard of honesty, of loyalty and of effi- 
ciency so high as among bank employees in 
the United States. The manager of one of 
the large companies in New York City which 
makes a specialty of bonding bank employees, 
states that of every 1,000 men under bond 
not more than 18, on an average, go astray. 
This ratio does not apply to bank employees 
generally. It must be understood that, as a 
rule, only such members of bank staffs are 
under bond who assume duties of special 
responsibility and trust. The ratio must 
therefore be still smaller among bank clerks 
generally where there is less opportunity for 
speculation and therefore less temptation. 

Bearing in mind the excellent standard of 
honesty and devotion to duty which prevails 
among the large army of men employed by 
banking institutions in this country, it is 
my purpose to discuss the preventive mea- 
sures which may be applied in exceptional 
cases where either temptation or natural 
perversity lead men to go wrong. The banks 
expend large sums of money to guard 
against depredations from what might be 
termed the “outside.” They are provided 
with the very best protection the world af- 
fords through the machinery provided by the 
American Bankers’ Association and by se- 
curing the best possible detective service to 
be obtained. Every means is employed to 
reduce such depredations by professionals to 
a minimum. Year by year the field of crimi- 
nal operations is being narrowed; the links 








in the chain are being more closely drawn. 
Step by stey the many protective and safety 
devices, in which electricity forms a not in- 
considerable part, have been developed to a 
stage of efficiency as to meet every possible 
form of attack from professionals. The 
average “professional” has come to realize 
that the form of protection supplied the 
members of the American Bankers’ Associa- 
tion inevitably spells capture and penal pun- 
ishment. But the proportion of banks which 
have availed themselves of these protective 
systems is not so large but that there is still 
room for the professional to employ his 
talents with some degree of regularity when 
he is not serving time. Criminal statistics 
show this. It is also true that bank robberies 
and depredations, both from the inside and 
from the outside, could be materially re- 
duced if all bank managements would give 
that close co-operation in order to render the 
available protection more effective. 

The reason that defalcations among bank 
employees are not more numerous is due to 
several factors. The high standard of ef- 
ficiency in eveiything pertaining to manage- 
ment and routine work, improved methods 
and systems of control in accounting, have 
doubtless discouraged many who would be 
inclined to take that fatal “first chance.” Not 
enough praise can be given to the American 
Institute of Banking, that great organization 
of bank clérks with a membership of over 
14,000, which has become a most powerful 
educational agency. Incidentally, also, it has 
« strong influence in preserving the best 
moral standards among bank employees. 
The very fact that a bank clerk is an active 
member of one of the many local chapters 
of this splendid organization and is eager for 
promotion is in itself a good recommenda- 
tion that he is proof against temptation and 
quick to realize the evil consequences of any 
wrongdoing. There are only three cases on 
record of where “Institute men” have been 













































guilty of wrongdoing. Defalcations and dep- 
redations are most often to be found among 
the incompetent; those who are more con- 
cerned about the present than their future 
prospects and are not overscrupulous as to 
the kind of company they keep or how they 
spend their leisure hours. 

Acknowledgment must also be given to 
the banks and trust companies of this coun- 
try for the generous manner in which many 
of them have or are planning to develop 
plans for the personal welfare of their em- 
ployees. This is a most important considera- 
tion. I can cite numerous instances from my 
own experience to show that the proportion 
of defalcations or other misdeeds is far 
lower among banking institutions where the 
managements indicate a humane and sympa- 
thetic interest for the personal welfare of 
their employees than it is in the banks where 
this policy is ignored. This welfare work 
may take the form of a pension or profit- 
sharing fund, a group insurance system 
which takes in all employees or the estab- 
lishment of a savings plan. It is quite 
natural that such consideration not only 
arouses a spirit of loyalty toward the em- 
ploying institution but immeasurably in- 
creases the efficiency of the office corps. 
Where a bank employee has nothing to look 
forward to except dismissal when he grows 
old and is crowded by younger men, he is 
not so apt to entertain that spirit of loyalty. 
We must not forget that bank clerks are 
men of flesh and blood. If there is a latent 
sense of dishonesty it is most likely to be 
aroused where the employee is regarded as 
a mere automaton, than under conditions 
which challenge his sense of gratitude as a 
beneficiary of some welfare system. 

Splendid work is also being accomplished 
in some banks in the way of encouraging 
the social, “get-together” spirit by means of 
athletics, by clubs and by providing recrea- 
tion or reading rooms. In fact, anything, 
which serves to bring bank employees to- 
gether, either for recreation or educational 
purposes, helps to erect safeguards against 
dishonesty. 

But it is lamentably true that temptation 
is very often cast into the faces of bank em- 
ployees. It may be because of some flaw 
in the office system which gives someone, 
with evil intentions, the opportunity to se- 
cure possession of blank certificates or valu- 
able papers which may be forged or altered; 
it may be a laxity in accounting systems 
which promises immunity from immediate 
discovery in falsifying accounts or petty pil- 
ferings. Only too often bank managements 
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are inclined to dismiss all thought of their 
obligations toward trusted employees when 
the indemnity or fidelity bond is signed. In 
such cases a bond is well nigh worthless. It 
offers only apparent protection and relieves 
the employee of surveillance. 

What is needed is a closer spirit of co- 
operation all around, a more common inter- 
est in the personal affairs of the employee 
and the use of the very best systems of 
counter-checking. When you stop to con- 
sider the tremendous number of people who 
live by their wits by preying on banks, and 
the many forms and subtle methods they 
adopt to defraud banks, then we can under- 
stand the necessity for the bank itself, as an 
individual, to take every possible precaution. 
If this were done by every bank it would not 
only reduce the number of depredations to 
a minimum but it would educate those who 
prey or have designs upon a bank that it 
would be unprofitable and that detection 
would be certain. Many defalcations are 
due to outside influence and on this account 
the bank employee should be very careful in 
forming new associations. 

An important requirement is that execu- 
tive officers should know every employee 
who is occupied in a position of trust or 
responsibility. That should include about 
every person in the bank. The officers are 
entitled to know whether they have responsi- 
ble employees who are playing the stock 
market, living beyond their means or in- 
dulging in expensive luxuries. Where there 
is a “get-together” spirit among employees 
as well as among officers and employees it 
is much easier to keep in touch with their 
personal habits and life. 

It is a mistake for any bank to feel that 
it is a disgrace if it becomes publicly known 
that the bank has been defrauded. The 
sooner the bankers awaken to this fact the 
better it will be for all. This applies with 
equal force to depredations which are com- 
mitted within the circle of its own employees 
as to attacks from the outside professional. 
What is the effect of hushing up a theft in 
a bank and allowing the guilty party to go 
unpunished? Very often banks will not 
prosecute. It sooner or later becomes known 
to the rank and file of employees. Then the 
effect is one which undermines office disci- 
pline. No honest clerk will object to reason- 
able inquiries as to his habits. When you 
stop to consider that all kinds of inquiries 
are made before an application for a posi- 
tion is accepted then why not continue these 
inquiries as necessity may demand. It is 
unfair to the rank and file of honest bank 
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employees when through neglect in making 
inquiries a perverse or weak member of 
the staff disgraces them all. Such honest 
clerks are humiliated and this is only another 
reason why every bank clerk should court 
the fullest inquiry, as to his character and 
habits. : 

We often come across the complaint that 
bank clerks now and then go astray because 
of the necessity of “keeping up appearances.” 
It is stated that he must live up to a certain 
standard among his friends and where he is 
a married man he must keep up certain social 
requirements. While it is true that in some 
respects bank employees might be entitled to 
better compensation this complaint is but too 
often an excuse. There can be no warrant 
for wrongdoing on the ground of being 
under-paid. But in this respect there has 
been a marked improvement in banks within 
recent years. The bank clerks’ status of 
compensation has been improved as com- 
pared with other callings of kindred re- 
sponsibility. Banks are foremost among 
corporations to make proper provisions for 
the personal welfare of their employees. 

During the past few years many new de- 
vices and methods have been invented to 
guard against dishonesty and depredation. 
Referring now more particularly to the pro- 
fessional who preys upon banks I am some- 
what surprised at the lack of attention given 
to such preventive methods. I was aston- 
ished recently in traveling around the coun- 
try, visiting various banks, to find that many 
of them have not as yet installed the electri- 
cal indicator system, whereby the floor- 
officer of the bank may be notified by a 
“buz” that no one would notice but himself, 
when a suspicious character is noticed at 
either the window of the receiving or paying 
teller’s cage. Another feature which is dis- 
regarded by many banks is that of per- 
mitting loose checks to lie around on the 
counters. Blank checks should not be acces- 
ible to the public and should only be given 
out on application to one of the tellers. Then 
they should be numbered the same as in- 
dividual check books. Greater care should 
be exercised in cashing checks for strangers. 
It may be considered a hardship by many 
banks to compel strangers to be identified but 
in view of the great number of losses in 
that direction I should advise that no check 
be cashed without identification. Frequently, 
not even the ordinary precautions are taken 
against forgery. 

One of the most common and effective 
means of preventing alterations and for- 
geries is the use of safety paper. The best 


safety paper is so made that during the 
process of manufacture the fibre is combined 
with a chemical tint, forming a distinctive 
pattern, which is so sensitive as to be de- 
stroyed by either chemical or mechanical 
erasure. On such a paper any attempt at 
fraudulent alteration is at once apparent. Ex- 
perience also teaches that every piece of mail 
in the correspondence department should be 
numbered so that missing letters may be 
traced and no letters can be confiscated with- 
out showing where the blame lies. Stock cer- 
tificates and other valuable blanks should be 
kept under lock and key. Requisitions in writ- 
ing should be necessary before any are 
given out. Access to the files where such 
blanks are kept should be limited to two or 
three responsible men, including one execu- 
tive officer. By using ordinary precautions 
any tampering with stock certificate files can 
be immediately detected. 

I might mention a number of other de- 
vices to detect fraud. But more important 
than all is the necessity of co-operation on 
the part of the banks in order to render the 
established systems of protection afforded to 
members of the American Bankers’ Associa- 
tion more thoroughly effective. 


Trust Company Growth in Hawaii 

The territory of Hawaii has proven a most 
fertile field for the growth of the “trust 
company idea.” If proof were needed that 
the modern trust company, in the character 
of its functions and services, grapples with 
fundamental conditions, it is only necessary 
to point to the rapid expansion of trust com- 
panies, not only in this country, but through- 
out the civilized world. 

In Hawaii the foremost and largest trust 
company is the Hawaiian Trust Company 
with headquarters in Honolulu. It is the 
oldest of the five trust companies now estab- 
lished in Hawaii and has been the pioneer 
in creating a demand for corporate fiduciary 
service. The latest statement of this com- 
pany, as’of December 31, 1913, shows total 
assets of $615,279. The capital stock is $200,- 
000, undivided profits $165,852, trust and 
agency accounts $238,469. The company also 
has an employees’ pension fund amounting to 
$10,703. The officers and directors are: E. D. 
Tenney, president; C. H. Cooke, vice-presi- 
dent; Hon. Geo. R. Carter, second vice-presi- 
dent; J. R. Galt, treasurer and manager; 
H. H. Walker, assistant treasurer; L. 
Abrams, secretary; Ranney Scott, cashier; 
C. H. Atherton, director; S. G. Wilder, di- 
rector; R. B. Anderson, director; E. A. R. 
Ross, auditor. 
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DEVELOPMENT OF THE PRINCIPLES OF TAXATION BY 
THE FEDERAL GOVERNMENT AND BY STATES 


F. H. FRIES 
President Wachovia Bank and Trust Company, Winston-Salem, N. C. 


(Note: The following article is of timely interest in taking up the thread of tax legis- 


lation in this country, both by the federal government and in various States. 


Mr. Fries 


graphically sketches the history of income tax legislation and makes instructive compari- 
sons as to methods of taxation adopted in other countries.) 


Taxation in some form has no doubt 
existed as long as government itself. Broadly 
defined, it is that system by which the people, 
as individuals, contribute of their private 
means for the support of the government that 
gives them protection. At the first the means 
employed were crude and more or less ineff- 
cient, but with the development of the sys- 
tems of government under the influence of 
advancing civilization came the development 
of the systems of taxation until those now 
used by existing governments are more or 
less general in their scope, quite complicated 
in their machinery and effective in results. 

A Sovereign Power.—Taxation is now re- 
garded as a sovereign: power of the State 
which it exerts for the support and mainte- 
nance of the government and without which 
it is impotent to protect the lives and prop- 
erty of its citizens or perform the functions 
that insure to each those inalienable rights 
referred to in our constitution as “Life, lib- 
erty and the pursuit of happiness.” 


History.—Historically considered the right 
of a sovereign or State to levy taxes without 
the consent or voice of the people was for 
centuries a question that moved the people 
to revolution. This is manifest in that clause 
of the great Magna Charta granted A. D. 
1215, wherein the sovereign promised that in 
future no contributions to the public treasury 
should be made except by the consent of the 
General Counsel of the realm. Again the 
struggle between Charles I and his _ people, 
A. D. 1649, hinged upon the question, whether 
or not the king could legally take money 
from subjects without the consent of Par- 
liament. A similar question gave rise to 
the American Revolution, with the demand 
that there should be “No taxation without 
representation.” Then was established the 
doctrine that taxes cannot be levied without 
the: consent of the people, or their repre- 


sentatives. 
taxation. 

Federal Powers.—In the United States, 
the power to tax resides in two sovereign 
sources, the National Government through 
Congress and the respective States through 
their Legislatures. The powers of Congress 
in reference to taxation are referred to in 
the Federal Constitution as follows: 

Ist: Duties must be uniform throughout 
the United States so that one region may not 
be benefited at the expense of another. 

2d: Direct and capitation taxes must be 
apportioned to the States according to popu- 
lation. 

3d: Duties cannot be levied on articles ex- 
ported from any State. 

Aside from these restrictions Congress can 
levy any kind of taxes and for any amount 
desired. 

State Powers.—States cannot tax exports 
or imports nor the agencies of the Federal 
Government, such as government bonds, 
buildings, money, etc. With these and a few 
other minor restrictions, the power of the 
States to levy taxes is absolute. The State 
delegates its powers of taxation to the vari- 
ous municipalities within its borders. 


Protection.—Taxes are classified as direct 
or indirect according to the way they are im- 
posed. The Federal Government uses almost 
entirely the methods of indirect taxation, 
viz.: Custom duties on imports and internal 
revenue collections. 


Tariff.—The first Congress of the United 
States in A. D. 1789 established a tariff regu- 
lating the duty on imports, and each succeed- 
ing Congress has maintained a similar tariff. 
The custom rates have been changed from 
time to time, but the policy has been con- 
tinuously preserved. The special session of 
Congress recently in session passed a tariff 
bill reducing materially the rates heretofore 


In this lies the true principle of 
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imposed_and in many cases abolishing them 
altogether. It is impossible at this time to 
torecast the effect upon the income of the 
government, or upon the business interests 
concerned ; time only will reveal the wisdom 
and practicability of this measure. Last 
year the tariff yielded a revenue to the Fed- 
eral Government of about $311,000,000 and 
has produced since 1789 over twelve billion 
dollars. 

Internal Revenue.—At the outbreak of 
the Civil War, increased revenues became 
necessary and almost every article that could 
be taxed was subjected to excise. These 
excise taxes were subsequently largely re- 
moved, but they are still retained upon such 
articles as alcoholic liquors, tobacco, cigars, 
cigarettes, snuff, oleomargerine, etc. From 
this source the Federal Government raised 
last year $293,000,000. 

It is worthy of note that for forty years 
the tariff was the only source of Federal 
revenue and that from the foundation of our 
government until the present time except 
during times of war, our National Govern- 
ment has used only the indirect method of 
taxation. We will not discuss the tariff as 
a governmental policy, but we wish to note 
that the revenue systems that have been 
adopted or revised in recent years by other 
nations have universally embodied duties on 
imports as well as excise duties. Even Eng- 
land, with all her boasted free trade, gathers 
16 per cent. of her gross income from tariff 
duties imposed on imported articles, while 
Canada receives: 63 per cent. of its gross 
revenue from the same source. 


Indirect and Direct Taxation.—Indirect 
methods are now growing so popular in 
other countries and they produce such a large 
revenue in our own, that we think they will 
long remain the approved method of obtain- 
ing our Federal revenues and we doubt if 
the United States could if it would, or would 
if it could, abolish either of them. 

The discussion of indirect taxation is but 
a part of the vast subject that we are con- 
sidering. Direct taxation is just as import- 
ant and of more direct interest to many 
because it is the method almost universally 
employed by all the States, counties, cities 
and towns in this country. The direct sys- 
tem, too, covers a wider field and touches 
every phase of economic development and 
almost every phase of political life. Our 
investigations on the subject have led us into 
more advanced ground and we have followed 
these modern developments, not only as a 
matter of interest, but with the thought that 
some light may be shed on our own complex 


and in many respects antiquated system. We 
can touch but a few points and those quite 
briefly : 

Poll Tax.—The poll tax, for example, is 
still retained by us, although by some con- 
sidered a relic of that primitive period of 
civilization when each citizen bore an equal 
part of the public expense. As an exclusive 
tax, it is antiquated, but when it is used in 
connection with other forms of taxation it 
appears just and right, for it is a contribu- 
tion to the State which every citizen can and 
should make in exchange for the protection 
and benefits, which even the poorest enjoys 
under our government. Most foreign coun- 
tries have abolished this form of taxation 
and some of our States like New York and 
California have done so and others are at- 
tempting to abolish it, backing up the step 
with the argument that after the tax receipt 
became a condition of suffrage, the tax be- 
came a source of bribery and corruption, the 
candidates for office, or political parties often 
paying the poll tax of the voter in exchange 
for his vote. 

Land.—Land was the first property to be 
taxed and it is by far the most tangible and 
easiest of all objects of taxation. It has 
ever been and still is most universally taken 
as a source of public revenue. Simple as the 
idea of the taxation of land is, it has not 
been free from difficulties peculiar to itself. 
In its development, a difference was soon 
made between productive and unproductive 
land, which in England amounted to a total 
exemption from taxation of the large landed 
estates. 

The newer idea now prevails that it is not 
the land that is taxed, but the individual, 
that the land is but a basis of value and this 
has changed the old system, especially in 
England, and all land is now listed and taxed. 

City real estate with rapidly increasing 
value has also modified the views of experts, 
so that today not only is the land taxed and 
the income from it, but in England and Ger- 
many they have. gone one step further and 
added whdt is known as “the unearned in- 
crement tax.” This advanced and latest idea 
of taxation is nothing more or less than an 
appropriation by the State of a certain per 
cent. of the profits accruing to the land 
owner, when he sells land for a profit, or to 
make it doubly sure, a valuation is made 
every fifteen years and the tax is laid upon 
the increase in valuation, whether the land 
changes hands or not. 

Cities and towns in Germany introduced 
this form of taxation about ten years ago; 
but the Imperial Government did not adopt 

















it until last year. In England Lloyd George 
incorporated it into his budget in 1909, to- 
gether with a direct land tax, and the measure 
has now passed both houses of Parliament 
with the provision for a complete survey and 
valuation of all the land in the United King- 
dom, for which the government has pro- 
vided £5,000,000, and it is expected to raise 
the revenue of the Crown £25,000,000, 
annually. 

The Kingdom of England and Empire 
of Germany were the first to adopt this 
scheme of taxation; the plan in England is 
the simpler of the two, but not as complete. 
The rate in England is twenty per cent. of 
all increment over ten per cent. In other 
words, a property owner gets the cost of his 
improvements, the cost of the land, plus ten 
per cent. of the profits, and then pays the 
Crown one-fifth of the remaining profits. 

We refer especially to this unearned in- 
crement tax, because it represents the most 
advanced ideas of taxation. 

Personal Tax.—lIt is under the multifari- 
ous forms and drag-net methods to tax per- 
sonal property that one becomes bewildered 
and amazed. Personal property is so vari- 
ously estimated by different persons that it 
is almost impossible to arrive at a uniform 
valuation. Add to this the readiness to omit 
and conceal it, stimulated by the conviction 
that it is almost universally done by others, 
and the failure to secure a proper listing is 
inevitable. A reference to our own tax 
books will reveal how utterly inadequate and 
unjust these systems are, and this seems to 
have been the universal -experience of every 
country and State where general property 
has been made a subject of assessment. 

Practically it is one of the worst taxes 
known to the civilized world, because it at- 
tempts to tax intangible as well as tangible 
things. It imposes a double tax on one man 
and gives entire immunity to others. Its re- 
tention can be explained only through ignor- 
ance and inertia. 

The taxation of general or personal prop- 
erty has been abolished by all countries ex- 
cept Switzerland, Australia and the States of 
our own country. 

We have been wonderfully interested and 
greatly amazed to find upon a deeper study 
of the subject how general our own difficul- 
ties have been to those of other countries 
and States, and how they have turned to the 
income and inheritance tax to take the place 
of a tax on personal property. The Federal 
and State governments are beginning now to 
use both of these sources with telling effect. 
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Income Tax.—The consideration of the 
income tax brings us at once squarely up to 
the new idea of taxation, which is largely 
the result of the social reforms that are agi- 
tating the world and appear to be revolution- 
izing governments in all relations, including 
the methods of taxation. We have referred 
to the large estates in England that were 
for centuries exempt on account of their 
being unproductive; of the idea that property 
only represents the individual’s worth. 

Now a third and last idea is working its 
way into the minds of political economists 
and statesmen that it is the individual that 
is protected and benefited and that he, as an 
individual, should contribute according to 
his ability; as he has ability to maintain his 
family, so he should maintain the State, 
or to put it in another way, taxes are paid 
from a man’s income, and men _ should 
support the State in proportion to that in- 
come, 


History.—England introduced an income 
tax in 1798 which was not a success, and on 
account of its unpopularity was abolished. 
Again in 1842, they enacted another, which 
Mr. Gladstone tried in vain to abolish. It re- 
mained on the statute books without much 
vitality until 1874, since which time it has 
growsyin favor. In 1894, the idea that direct 
revenue should come from net incomes and 
from inheritances began to find lodgment in 
the minds of the people and with it came a 
further development, viz.: The idea that the 
tax should be progressive, exempting the 
smaller incomes altogether, putting a small 
tax on moderate incomes and a larger tax 
on larger incomes. This idea has apparently 
taken a firm and abiding hold, yielding an in- 
come to the Crown in 1908, equal to $225,- 
000,000. 

England also recognizes a difference be- 
tween her earned and unearned incomes, tax- 
ing the former nine pence and the latter one 
shilling and two pence per pound or about 3.6 
per cent. on earned and 5.4 per cent. on un- 
earned incomes. 

By comparing the revenue receipts in Eng- 
land from all sources from 1875 to 1908, we 
see how the income tax is yielding returns 
at an enormously increasing ratio: 
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The American colonies levied a kind of in- 
come tax patterned after the produce tax 
of the countries of Europe, which they called 
a “faculty tax.” This faculty tax is still in 
vogue in Massachusetts. Virginia, North 
Carolina, South Carolina, Wisconsin and Ok- 
lahoma, are at present the only States in the 
Union that have an income tax law. A num- 
ber of Southern States adopted it during the 
times of the Civil War, all however either 
abolished or let them lapse into disuse from 
1866 to 1872 except Virginia and North Caro- 
lina. Virginia began the tax in 1843 and 
North Carolina introduced it in 1840. 

Federal Government.—The Federal Gov- 
ernment has several times attempted to levy 
an income tax and during the Civil War used 
it effectively. It began in 1862 and lasted 
until 1872, when it was abolished. It was 
often changed, but finally settled down to a 
rate of five per cent. on incomes from six 
hundred to five thousand dollars and ten 
per cent. above five thousand dollars, the re- 
sulting revenue was approximately as fol- 
lows: 


Me Set Cer, te sc PSs pal ola $2,000,000 
en 2 050s ada Weenie RMSE S 20,000,000 
eS eh SEER ye hor ee . 32,000,000 
RENE: 622-3, 5:4 2:0s'ee ahs o Po wine Was 73,000,000 


The total receipts from internal rovCaue in 
1866 were $311,000,000, of which the income 
tax furnished $73,000,000 or about one- 
fourth, and of this New York State contri- 
buted thirty per cent. 

With President Cleveland the tariff became 
a living issue and with it a tax on incomes. 
In his message of 1893, he suggested “A 
small tax upon incomes derived from certain 
corporate investments for the purpose of 
meeting any deficiency in the revenues in- 
cident to the change of the tariff.” Follow- 
ing that, the Wilson-Tariff Bill was presented 
with an amendment favorably recommended 
by the committee taxing all incomes, cor- 
porate and personal, over four thousand dol- 
lars at two per cent. It finally passed and 
became a law August 22, 1894, with the pro- 
vision that it should become operative Janu- 
ary 1, 1895, and should continue for four 
years. 


Unconstitutional.— The constitutionality 
of this measure was at once attacked and the 
question involved turned upon whether the 
income tax was a direct tax as named in the 
Article I, section 2 of the Constitution, which 
was quoted at the beginning of this paper. 
The Supreme Court finally rendered a de- 
cision that it was a direct tax and therefore 
unconstitutional, five of the judges holding 


that opinion and four dissenting, so the law 
became inoperative. 

New Legislation —The Democratic party 
in 1908 declared for an income tax and the 
Republican party recognizing a demand for 
some form of taxation to equalize the appar- 
ent advantages enjoyed by some under the 
tariff, were forced to do something. .At 
President Taft’s suggestion, Congress passed 
a “corporation tax” levied on corporate in- 
comes, which the Supreme Court decided 
was not an income tax, but a license tax and 
therefore constitutional. 

The special session, called April 7, 1913, 
for the consideration of a new tariff bill 
passed such a bill in September and it became 
a law by the signature of the President Oc- 
tober 3, 1913. This embodied a provision for 
an income tax. 

It may be of interest to note that the num- 
ber of corporations making returns under the 
former act was 305,336, of which 224,220 
claimed no income or less than $5,000.00, and 
therefore were exempt. This new law allows 
no exemptions. 

Proposed Income Tax.—There are three 
types of income tax—the Presumptive, the 
Lump-sum and the Stoppage-at-source. The 
first is handled somewhat like the personal 
property tax of New York State. A com- 
mission estimates the gross personal property 
of the taxpayer; if too low or about right, 
nothing is said in regard to it; if too much, 
the party makes complaint and it is ad- 
justed. By raising the amount yearly, sooner 
or later the commission gets at an approxi- 
mately correct amount. 

In the Lump-sum Tax, the type that has 
been used in this country and is now in use 
in Germany is less objectionable, especially 
in a paternal government like Germany; but 
it is extremely unpopular everywhere and 
much less efficient than the English type, 
known as “Stoppage-at-source Income Tax.” 

This “Stoppage-at-source” method is where 
the tax is ¢ollected by the prayer. It will 
be better understood when its practical work- 
ings are looked into. For example: A cor- 
poration pays the income tax upon the cou- 
pons of bond issues and deducts it from the 
amount set aside for the bondholders. If it 
declares a dividend, it pays the income tax 
on the dividend and pays the remainder of 
the dividend to the stockholders, and should 
it have a larger income than the interest on 
its bonds and dividends declared, it pays to 
the State an income tax on the surplus. A 
mortgagor pays not only the tax on his land; 
but also the income tax on the interest, re- 





turning the tax receipt as part of his interest 
tu the mortgagee. A renter pays the income 
tax on his rent and in the same way returns 
the tax receipt as part of his rent. Employ- 
ers return a list of their employees, pay the 
income tax out of their salaries, returning 
the tax receipt as part of their wages. 

The “Stoppage-at-source” is the method 
patterned after in this country and incorpo- 
rated into the tariff bill recently passed. There 
are some minor defects in this bill and the 
rulings of the Internal Revenue Department 
have been sought to correct and remedy 
them, but taken all together it is rather a 
remarkable piece of legislation and will come 
very near getting all the revenue available 
from incomes that are sought to be taxed. 

The annoyance of collecting coupons that 
may be taxable or exempt according to the 
terms of the deeds of trust or exemptions 
allowed to single or married coupon owners 
has caused much inconvenience and increased 
vastly the amount of clerical work of the 
corporations, but the real objections lie 
deeper. There is little to be said against the 
principle of the income tax, but it unques- 
tionably should be applied to all alike. Then, 
too, it can only be looked upon with the 
gravest apprehension because of the ease 
with which increased governmental expendi- 
tures and extravagancies are met by simply 
advancing the rate; for example, if I per 
cent produced $85,000,000, 2 per cent. will 
produce $170,000,000, and will net proportion- 
ately more, the expense of collection being 
practically the same. 

We have noted how the rate in England 
has increased from I per cent. to 3.6 per cent. 
on earned and from I per cent. to 5.4 per 
cent. on unearned incomes, how the revenues 
of the Crown from the income tax have in- 
creased in thirty years approximately 100 
per cent. and further, how in the United 
States during the years from 1862 to 1872 
when the income tax was in force, the rate 
ran to 5 per cent. on incomes from $600.00 
to $5,000.00 and 10 per cent. above $5,000.00. 

We would note also the present Federal 
income tax which exempts $3,000.00 and un- 
der to single men and $4,000.00 and under to 
married couples living together, the rate is 
then named at 1 per cent. above these figures 
up to $20,000 and an advanced tax above this 
making : 


2% trom ...6..% $20,000.00 to $50,000.00 
om. from .:..\. 50,000.00 to 75,000.00 
4% from ...... 75,000.00 to 100,000.00 
om from ...... 100,000.00 to 250,000.00 
Gus from’ ...... 250,000.00 to 500,000.00 
7% in excess of 500,000.00 
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The present tendency to throw the burden 
upon the man of larger means and exempt 
those with less is not confined to the Social- 
ist, but all parties are vieing with each other 
in trying to develop this dogma, false as it is 
in principle. We say false, for it sins 
against the cardinal principles of uniformity, 
equality and universality of taxation. 

Strange as may appear, the “unearned 
increment tax,” radical as may appear the 
“income tix” with its inclination to grow, 
the “inheritance tax” reveals a still greater 
exploitation of these advanced ideas. 

It has grown rapidly in other countries, 
also among the States during the past ten or 
twelve years; while only six States at pres- 
ent use the income tax, all but ten States 
have some form of an inheritance tax, in all 
of which the rates are not only progressive, 
but largely progressive. 

Most interesting are the arguments for the 
heavy appropriation by the State. Some 
would enlarge the doctrine of escheat and 
have all the property go directly to the State, 
others like the Socialists, would allow im- 
mediate relatives only enough to live upon 
and the balance go to the State; others recog- 
nizing the right of inheritance deny the right 
of bequest and claim in this way most of the 
estates for the State. In some it is regarded 
as a special privilege tax, by others as an 
income tax on special or chance receipts, by 
some a supplemental tax to the income tax, 
and in some cases as in some of the Swiss 
Cantons, an executor must file complete in- 
ventories, and if the party in life has not 
returned his full income for taxation the 
State takes an inheritance tax, including an 
amount sufficient to make up the deceased’s 
full income tax for ten years back with 
penalties. The conditions in the different 
States of the United States is almost chaotic, 
no two States following the same rule, viz.: 


(a) Thirteen of the States with inherit- 
ance tax laws exempt direct inheritances. Of 
the 25 remaining: 

(b) All but Minnesota and Utah tax di- 
rect inheritances at a lower rate. 

(c) All but Minnesota and Utah grant 
larger exemptions to direct than to indirect 
inheritancies. 

(d) Direct inheritancies in most cases cov- 
ers either the father, mother, husband, wife 
or children, 

(e) In most States, the rate is gradually 
advancing with the size of the estate. 

(f) On direct inheritancies when taxed, 
one per cent. is the favorite rate on estates 
valued over ten thousand dollars, although 
four States have a rate of five per cent. 
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(g) On collateral inheritancies, the com- 
mon minimum rate is five per cent., while 
the maximum rate runs up to ten per cent., 
fifteen per cent., and in New York, twenty- 
five per cent. It may be noted that this rate 
is causing; many men of large estate to move 
out of the State of New York. 

(h) In some cases, the tax applies to the 
estate and to the inheritance or succession. 

(i) It usually covers all property, real and 
personal. 

(j) There is great confusion also from 
double taxation. For example: Suppose 
some one died in North Carolina; the State 
takes jurisdiction, but all moneys on deposit 
and New York securities deposited in that 
State are subject to an inheritance tax in 
that State before they can be removed. 

(k) Some States go so far as to claim that 
because the corporation is a creature of the 
State, its stock is subject to this tax and 
the stock cannot be transferred without the 
inheritance tax is paid, though held without 
the State by a non-resident, among these 
States are New Jersey, New York and North 
Carolina. To make sure, some States go so 
far as to require the executor to file com- 
plete inventories of estate before issuing re- 
ceipts for the inheritance taxes. 

(m) Some States tax securities on deposit 
in that State. 

This matter of inheritance tax may be 
very serious to unsuspecting investors; for 
example: If a man lives in one State and 
his stock is in a corporation organized in 
another State, which does all its business in 
a third State and keeps his stock in a safe 
deposit box in a fourth State, his estate may 
be obliged to pay a full inheritance tax four 
times. The first State may be either one of 
the 38 States; the second State, any one of 
at least 24 States; the third State, any one 
of o, and the fourth, any one of a half 
dozen. 


Double Taxation.—Equally interesting is 
the subject of double taxation permissible 
under our Federal and State Constitutions, 
not only double taxation because of double 
jurisdiction, but double taxation under the 
same jurisdiction. For example: The land is 
taxed and at the same time the mortgage 
that represents a large part or all of the pur- 
chase price of the land. If the law permits 
it, justice and equity should not allow it to 
continue. It is gratifying to note how politi- 
cal economists and statesmen are ever trying 
to correct this growing evil, growing not 
because of indifference, but because of the 
growing complications that are developing 
with more complex business and more elabo- 


rate systems of taxation. For example: 
Take the growth of corporations. What is 
applicable to the person and his land and 
the mortgage that he creates to raise the pur- 
chase money is quite a different proposition 
from that of a railroad, or similar enterprise, 
where the stock goes for the purchase. and 
development of the property, no less than the 
proceeds of the mortgage bond issues, which, 
like the stock, represents the property itself. 
In this case, it is not double taxation to tax 
both the stock and the bonds, but to tax 
the franchise, the real estate, the stocks, the 
bonds and the income in addition is clearly 
wrong. 

In conclusion we desire to offer some ideas 
that have impressed themselves during the 
investigation of this subject, as a solution of 
this complex question. 

1. Let the general government confine itself 
to custom duties, internal revenue receipts, 
and postal receipts which should be reserved 
for the sole use of the Federal Government 
The tariff and internal revenue, or as the 
English put it, imports and excise duties with 
the postal receipts, would and should support 
the general government without any refer- 
ence to direct taxation at all. 

2. The taxes derived from.,incomes, in- 
heritances and franchises would and. should 
support the States. The tax upon the in- 
comes from corporations doing an interstate 
business should by agreement be levied upon 
the net income of all the corporations, the 
revenue resulting should be apportioned 
among the State in proportion to the gross 
income received within the States respec- 
tively. 

3. That the counties, cities and towns 
should receive their revenues from taxes 
levied upon lands, real estate, franchises and 
licenses, which would and should support 
them admirably. 

Under such a system, there would be no 
double taxation and no injustice done. It 
may be a long time before such a plan can 
be practically worked out; but some such 
division or adjustment must and will sooner 
or later take the place of the cumbersome, 
objectionable and unjust methods that are 
now more or less practised throughout this 
country. 


Stockholders of the Fourth National 
3ank of New York has been notified that 
the directors favor a reduction of the bank’s 
capital from $5,000,000 to $3,000,000 and 
that a special meeting will be held March 
19, to act on the proposal. 
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Epwin F. RoreBECcK 


ELECTED VICE-PRESIDENT METROPOLITAN TRUST COMPANY, NEW YORK 


Edwin F. Rorebeck, who was elected a vice-president of the Metropolitan Trust 
Company of New York City at the recent annual meeting, is widely known in banking and 
trust company circles. He was formerly Bank Examiner for the Chicago District, and sub- 
sequently for the New York District. As secretary of the Van Tuyl Commission to revise 
the New York banking laws, Mr. Rorebeck has rendered valuable assistance in codifying 
and revising the banking and trust company codes of this State. Several other changes were 
made at the recent annual meeting. Anton A. Raven resigned as first vice-president, and 
second vice-president Beverly Chew was elected to that office. Theodore C. Camp, Charles 
W. Ogden and William Ross Proctor were elected additional directors. 
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GUARANTY TRUST COMPANY OF NEW YORK ESTABLISHES 
A LIBERAL PENSION SYSTEM 


Perhaps some of the rabid, chronic critics 
of American business and banking standards 
would experience a change of heart if they 
were to study the bread, generous sweep of 
the movement among large corporations, and 
especially banks and trust companies, to pro- 
mote the personal welfare of employees. It 
is a pleasant duty to record almost each 
month the names of additional prominent 
banks and trust companies joining the ranks 
of institutions which have adopted some 
form of pension, profit-sharing or “group 
life insurance” system in behalf of their em- 
ployees. Last month we noted the inauguration 
of the “group insurance” plan by the Na- 
tional Bank of Commerce of New York 
City and by the Cleveland Trust Company 
and the Society for Savings of Cleveland. 
Now comes the announcement of the estab- 
lishment of a pension fund system by the 
Guaranty Trust Company of New York 
which sets a new mark as to the liberality of 
its provisions. 

It is a safe guess that the “honor roll” 
will soon embrace every fair-sized bank and 
trust company in the country. More than 
that, there will be wholesome rivalry as to 
which will offer its employees the most gen- 
erous benefits and advantages. Incidentally, 
our bank and trust company managements 
are solving important economic problems af- 
fecting the relation of employer to em- 
ployees in a manner which challenges wide 
and favorable attention. Such pension plans 
as adopted by the Guaranty Trust Company 
are bound to stimulate and perpetuate a 
strong spirit of loyalty which becomes a 
live, valuable asset as regards efficiency 
and business growth. 

The Guaranty plan provides for a pension 
fund which will be created entirely by ap- 
propriations from the profits of the Company 
from time to time. This feature is somewhat 
unique because most pension plans call for 
contributions by employees in addition to 
those made by the employing institutions. It 
is further provided that there shall be no 
deductions for sick benefits paid or for ex- 
tended leaves of absence, unless exceeding 
six months. Every employee is eligible, in- 
cluding officers, without regard to length of 
service or age, subject to the discretion of 


the company’s board of directors. There are 
no hard and fast rules such as often nullify 
or weaken the moral effect of a pension or 
welfare plan. 

The administration of the pension fund 
will be in charge of a pension Board which 
consists of three members appointed by the 
board of directors of the company. The 
members selected for this board consist of 
Messrs. John D. Ryan, chairman, James M. 
Pratt and John J. Lewis, secretary. The 
term of office is for three years. The pen- 
sions to be paid shall be computed at two 
per cent. of the average annual salary paid 
to employees for the last three years of their 
services, multiplied by the number of years 
of service; provided, however, that in no 
case shall a pension be greater than either 
thirty-five fiftieths of such average salary 
or $5,000 per year, or less than $300 per year. 
The Pension Board shall control the pay- 
ment of pensions and make rules from time 
to time subject to approval by the board of 
directors. The treasurer of the company 
shall act as custodian of the pension fund 
and shall invest the funds and make pay- 
ments therefrom at the direction of the 
Pension Board. All income earned on the 
pension fund in excess of the annual require- 
ments shall be added to the principal of the 
fund. 

Any employee of the company will be en- 
titled to a pension after forty-five years of 
service with the company (term of service 
not to begin until said clerk is twenty years 
of age) or, upon reaching sixty-five years 
of age, providing they shall have been in the 
service of the company for fifteen years 
prior thereto. The Pension Board shall, 
however, grant a pension to any employee 
irrespective of age, or length of service, 
when directed to do so by the Board of Di- 
rectors. The term employee shall include all 
officers of the Company. 

Upon decease of a pensioner, the Pension 
Board may, in its discretion, continue the 
payment of all or part of the pension to the 
pensioner’s widow or dependents for such 
period as it may decide. 

The term of service shall be reckoned from 
the date the employee entered the service of 
any company, which may have been, or may 




























be merged into this company, provided such 
service has been continuous. 

It is also provided that a temporary leave 
of absence on account of illness shall not 
be considered as a break in the continuity 
of service, unless such absence shall exceed 
six consecutive months when the time absent 
shall be deducted in computing the length 
of service. Where an employee leaves the 
service of the Company for more than one 
year and is re-employed, he will be consid- 
ered as a new employee with respect to the 
pension system. Acceptance of the pension 
will not debar any employees from engag- 
ing in other business, subject to approval of 
the pension board. The Company requires 
that “any employees upon the pension roll 
may be called upon at any time by the offi- 
cers to give the Company the benefit of their 
knowledge or experience, or such service as 
they may be able to render.” 
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Further conditions relate to legal rights 
retained by the Company, the right to dis- 
charge without any liability, wherever the 
interests of the- Company, in its judgment, 
may so require. In case of misconduct on 
the part of any pensioner, the Pension Board 
may suspend or terminate any pension allow- 
ance. Pension allowances shall be non-assign- 
able and in case of insolvency or bankruptcy 
of any pensioner the pension shall cease. 

The announcement of the pension system 
has met with a decidedly favorable response 
among the employees of the Guaranty Trust 
Company. The management of the Company 
and especially President Alexander J. Hemp- 
hill have given repeated evidence of their in- 
terest in the personal welfare of employees. 
The high standard of efficiency in.the various 
departments, the spirit of co-operation which 
animates officers and employees alike, are 
proofs of the wisdom of such liberal policy. 





Trust Company Expansion in the 
Canadian Northwest 

The Standard Trust Company, which has 
its head office at Winnipeg, Manitoba, and is 
the pioneer trust company of the Canadian 
Northwest, is experiencing marked increase 
in business judging from the eleventh an- 
nual statement to shareholders on January 29. 
The company earned on old capital account 
and on new stock, as received from time to 
time during the year, an average of 20 per 
cent. and on the joint amounts of capital 
and reserve a rate of about 14 per cent. 
Estates of considerably over two millions 
of dollars in value have been received into 
the company’s care during the past year. 
The net profits for the year after making 
all proper deductions, amounted to $135,348. 
The paid in capital was increased from $500,- 
000 to $750,000 and with reserve of $400,000, 
makes combined capital and reserve $1,150,- 
000. The amount of $137,500 was added to 
reserve account. The assets include capital 
account of $1,186,046; trusts, estates, guaran- 
teed and agency accounts, including cash in 
hand and in banks, $5,517,059 and estates and 
trusts, embracing unrealized assets under ad- 
ministration, $6,080,056, making aggregate 
assets $12,783,162. 

The trust side of the company’s business 
showed remarkable growth during the past 
year due to the growing popularity of the 
corporate trustee and executor. The branch 
offices at Saskatoon, Edmonton and Van- 
couver also reported excellent gains. J. T. 
Gordon is president and William Harvey, 
managing director. 


The Eastern Trust Company, Halifax, N. S. 


The twenty-first annual report of The 
Eastern Trust Company which has its head- 
quarters in Halifax, Nova Scotia, is an in- 
teresting document. It shows that net profits 
during the past calendar year, after making 
due allowance for depreciation of securities, 
amounted to $87,248, compared with $63,331 
for the year 1912. The paid up capital was 
increased during 1913 so as to bring the total 
to $904,000. The sum of $70,660 was trans- 
ferred to reserve fund which totals $210,000. 
The balance carried forward to the credit of 
profit and loss account was $13,555. The 
year was one of substantial growth in all 
departments and branches. During the year 
a large number of new trust estates, amount- 
ing in value to $1,159,000, were added to 
those previously held. The amount credited 
to trusts and clients was $12,568,780. Aggre- 
gate assets amount to $14,106,000. A note- 
worthy feature of the year was the action 
of the Maritime Commercial Travelers As- 
sociation in handing over to The Eastern 
Trust Company the custody of all securities 
and investments and also appointing the 
company as treasurer of the association. The 
bond issues for which the company is trustee 
have increased during the year $23,000,000. 

The, directors have recommended an in- 
crease in the annual dividend rate to 8 per 
cent. Branch offices are located at Char- 
lottetown, P. E. I. New Brunswick, 
Montreal, Newfoundland and Prince Edward 
Island. Robert E. Harris, K. C., is president 
and B. A. Weston, general manager. 
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WHY BANKS AND TRUST COMPANIES MUST ADHERE TO 
CONSERVATIVE ADVERTISING METHODS 


EDWIN BIRD WILSON 
Manager Advertising Department, Bankers’ Trust Company, New York 


(Extracts from a recent forceful article in Printers’ Ink) 





Advertising experts, so self-styled, have 
criticised severely the advertising efforts of 
bankers. They have laughed to scorn what 
they call unscientific methods, ridiculed the 
copy and concluded that the bankers do not 
know the first principles of advertising. 

My personal observation has convinced m 
that most of these criticising “experts” 
are long on theoretical advice but short on 
practical suggestions, and that if their wild- 
cat theories were put into actual practice 
there would result a sorrowfully long list of 
bank wrecks. 

These volunteer advisers to the banking 
fraternity overlook certain very important 
facts. They say there is no difference be- 
tween financial advertising and commercial 
advertising; both are the same in principle 
and similar methods should be used. They 
forget to reckon with the attitude of the 
public mind toward banks—the great psycho- 
logical factor. 

Men are peculiarly sensitive in regard to 
their financial business. At the same time they 
are hard to influence in regard to it. A man 
who would give only a passing thought to 
the selection of this or that make of automo- 
bile will ponder long on the question of what 
bank he shall deal with. It would seem that 
the average man is more conservative about 
the care of his money than about the spend- 
ing of it. He is harder to influence in re- 
gard to the more or less abstract forms of 
his wealth—bank balances, stock certificates, 
bonds, etc—than in regard to real estate, 
furniture, motor cars, clothes and millinery. 
The man who will smile approval on a dia- 
mond worn by his real estate agent will 
frown upon a similar extravagance on the 
part of his banker. “My banker must be 
conservative. Let my lawyer, doctor, grocer 
or tailor be a sport if any of them will, but 
my banker must be a solid, sedate man’— 
that about represents the feeling of the aver- 
age business man toward bankers. 

Another factor that must be reckoned with 
is the attitude of suspicion toward bankers 





on the part of large numbers of people, espe- 
cially those who are not familiar with mod- 
ern business methods, and do not understand 
the importance of the work which bankers 
are doing in the economy of modern busi- 
ness. “Why does the bank want to get my 
money?” is the suspicious question likely to 
arise in the minds of the uninformed. 

The banker who proposes to advertise his 
business is confronted, not only with the 
peculiar mental attitude of the public toward 
his business but also by the very important 
fact that exploiters of the public have used 
advertising methods to launch their fake 
financial schemes and that advertising conse- 
guently bears the stigma of the fakir. High- 
grade security dealers are so sensitive in this 
situation that they hesitate even to use an 
illustration in advertising the issues which 
they wish to sell. They fear that that part 
of the public which has been once “stung” by 
the attractive advertisement of some fake 
“security,” would be frightened away by an 
equally “attractive” announcement of a 
legitimate, safe investment. 

A great step will have been taken when 
the press universal protects legitimate fi- 
nancial houses by refusing the business of 
the fakirs. Then shall we see better copy 
offered by the honest houses. It is signifi- 
cant of the trend of thought on ihis subject 
that the chairman of the vigilance committee 
of one of the national advertising clubs is 
connected with one of the most favorably- 
known bond houses. 

Every banker knows that his business is 
built upon confidence. The confidence of the 
public is a greater asset to the banker than 
his money resources, no matter how large 
they appear on his report of condition. The 
banker realizes that the confidence which he 
has been building by years of patient work 
and honorable dealing is of delicate material, 
and instances are not wanting of its being 
destroyed over-night by some _ malicious 
rumor or business blunder. 

The financial advertising man’s problem, 
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therefore, is a difficult one. He must steer 
his boat so as to avoid on the one hand the 
rocks of public suspicion, and on the other 
hand the whirlpool of fake financial methods. 
At the same time he must go forward with 
such energy, directness and progress as to 
inspire trust and confidence. * * * * * 

(Mr. Wilson directs attention to the new 
forces which are now at work to render bank 
and trust company advertising more effec- 
tive, and concludes as follows:) 

This review of conditions has brought out 
certain facts which I wish to reiterate for the 
sake of emphasis: First: American bankers 
have open minds on the subject of adver- 
tising. Second: The psychological attitude 
of the public toward banks has been an ob- 
stacle in the development of bank advertis- 
ing. Third: As the public attitude is modi- 
fied, bankers are modifying their methods 
along progressive lines. Fourth: Bankers 
are already doing their proportionate share 
of advertising, as evidenced by their liberal 
expenditures. Fifth: Bank advertising is 
passing through a gradual evolution toward 
commercial methods, corresponding practi- 
cally with the gradual evolution of banking 
from a professional to a business basis. 
Sixth: Given a definite, tangible, advertisable 
commodity to handle, and the banker will 
use practically the same methods as- the 
manufacturer or merchant. 





Quaint and Curious Duties Performed by 
Trust Companies 


The Standard Trusts Company, the pioneer 
trust company of the Canadian Northwest, 
with head offices in Winnipeg, Manitoba, has 
issued in leaflet form an article on “Quaint 
and Curious Duties Performed by Trust 
Companies” which illustrates the varied char- 
acter of the services which trust companies 
are sometimes called upon to undertake. It 
is interesting to note that the work of edu- 
cating the public as to the principles of cor- 
porate fiduciaries is being systematically and 
energetically pushed by trust companies in 
the various provinces of Canada. It is also 
significant that the trust companies in Canada 
which are commanding the largest volume of 
patronage are those which confine themselves 
more particularly to the business of adminis- 
tering and executing trusts of various de- 
scriptions. 
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‘*Ownership Maps’’—A Hint to Trust 
Company Publicity Managers 


Mr. Carl W. Art, manager of the publicity 
department of the Union Trust & Savings 
Bank of Spokane, Washington, has for- 
warded to Trust CoMpPaANIEs a copy of the 
1914 “Ownership Map” issued by that com- 
pany. The map embraces the entire busi- 
ness district of Spokane and shows the ac- 
tual ownership as of Jan. I, 1914, of every 
piece of property in that section. 

This is the kind of information which is 
of practical and real interest to the clients 
of a trust company. Incidentally it is one 
of the most effective publicity devices which 
a trust company or bank can use. The de- 
mand for copies of the “Ownership Map,” 
we are informed, has been exceptional, espe- 
cially from: business men, lawyers and inves- 
tors. In the center of the map there appears 
an imprint of the handsome marble bank 
building occupied by the Union Trust & Sav- 
ings Bank. The upper and lower margins of 
the map are used to direct attention to the 
various departments and facilities offered by 
the company. 


The Camden Safe Deposit & Trust Co. 


Established over forty years ago, in 1873, 
the Camden Safe Deposit and Trust Com- 
pany of Camden, New Jersey, not only ranks 
as one of the oldest trust companies in the 
United States but also as one of the largest 
and most successful in New Jersey. In its 
executive policies this company has followed 
closely the most approved fiduciary and allied 
banking lines. In its report of condition, 
under date of January 13, 1914, the aggregate 
resources are shown to be $8,008,822, includ- 
ing bonds and mortgages of $2,040,845; 
stocks and bonds of $2,850,018; demand loans 
on collateral of $1,326,198, cash on hand 
$270,186, due from banks, etc., $300,643. Paid 
in capital stock is $500,000, surplus fund 
$750,000, net undivided profits $58,476 and 
deposits $7,700,346. Trust funds, which are 
of large amount, are kept separate and dis- 
tinct from the assets of the company. The 
officers of this capably managed company 
are: Alexander C. Wood, president; William 
S. Scull, vice-president ; Ephraim Tomlinson, 
second vice-president and trust officer; 
Joseph Lippincott, secretary and treasurer; 
George J. Bergen, solicitor. 





The Spring meeting of the Executive 
Council of the American Bankers’ Associa- 
tion will be held at the Homestead Hotel, 
Hot Springs, Va., April 30 and May 1 and 2. 
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AN IMPORTANT TRUST COMPANY CONSOLIDATION IN 
THE PACIFIC NORTHWEST 


The creation of larger banking and trust 
company units is a necessary accompaniment 
of local business or financial expansion. The 
remarkable growth which has characterized 
the leading cities of the Pacific Northwest 
during the past decade has therefore called 
for the establishment of trust companies of 
large capital and resources. Perhaps in no 
cther section of the country have trust com- 
panies rendered such valuable services in 
aiding business expansion and in developing 
native resources as in the Pacific Northwest. 

When the announcement was made on the 
evening of January, 24, 1914, o. the consoli- 
dation of the Spokane and Eastern Trust 
Company and the Northwest Loan and Trust 
Company of Spokane, Washington, it created 
lively and favorable interest throughout the 
community. Financial interests throughout 
the Pacific Northwest were also keenly inter- 
ested because the consolidation makes the 
Spokane & Eastern Trust Company the larg- 
est institution of its kind west of the Twin 
Cities and North of San Francisco. Organ- 
ized over 23 years ago the Spokane & East- 
ern Trust Company has ranked as one of the 
pioneer trust companies of the Pacific, in- 
creasing steadily its business and clientele. 

The capital stock of the Spokane and East- 
ern Trust Company, as a result of the ab- 
sorption of the business of the Northwest 
Loan & Trust Company, has been increased 
from $300,000, with surplus and undivided 
profits of practically the same amount, to 
$<00,000 and with surplus and undivided 
profits of $250,000, making a total of $750,- 
ooo. Aggregate resources are increased to 
approximately $10,000,000. The financial 
statement published at the close of business 
January 24, after the conclusion of the mer- 
ger negotiations, shows aggregate resources 
of $09,565,560, which includes the items of 
cash and due from banks $1,432,580; loans 
and discounts of $2,648,043, bonds, stock and 
securities $21,339; mortgage real estate loans 
$610,177; banking house $146,442, trust in- 
vestments of $4,025,865 and trust funds of 
$70,078. Deposits aggregated $4,714,036 and 
trust accounts $4,105,844. The wide range of 
business conducted by the company is indi- 
cated by the number of departments which 
include the commercial banking, savings in- 


vestments, trusts, mortgages, insurance, 
bonds, foreign exchange, etc. 
In effecting the consolidation a stock divi- 


‘ dend of 33 I-3 per cent. was distributed to 


stockholders of the Spokane & Eastern Trust 
Company and $100,000 worth of the increased 
stock was issued to the shareholders of the 
Northwest Loan and Trust Company. 
Samuel Galland, secretary of the absorbed 
company, was elected a director and active 
vice-president of the Spokane and Eastern 
Trust Company in charge of the commercial 
banking department. Julius Galland, the 
president of the Northwest, was elected a 
member of the board of directors. The 
Northwest Loan & Trust Company was or- 
ganized in 1906 and the management has 
been largely in the hands of the Galland 
brothers who are descendants of a famous 
pioneer family. They maintain their financial 
interests in the consolidated company. 

The Spokane and Eastern Trust Company 
owes its exceptional growth to the able ex- 
ecutive management of the president J. P. M. 
Richards and R. L. Rutter, vice-president and 
general manager, together with a strong staff 
of officers and representative board of direc- 
tors. The complete roster of officers of the 
Spokane and Eastern Trust Company and 
the amalgamation is as follows: J. P. M. 
Richards, president; R. L. Rutter, vice- 
president, secretary and general manager; 
Herbert Witherspoon, vice-president ; Samuel 
Galland, vice-president; C. W. Winter, vice- 
president; W. L. Clark, assistant secretary 
and auditor; Fred Alspaugh, assistant secre- 
tary and manager credit department; Seth 
Richards, assistant secretary ; Conner Malott, 
manager mortgage department; H. F. Wil- 
liams, manager securities department; Joseph 
C. Tyler, manager sales department; G. A. 
Sipes, trust officer. The directors, including 
some of the leading Spokane business 
men, are: J. P. M. Richards, R. L. Rut- 
ter, Herbert Witherspoon, C. W. Winter, 
Samuel Galland, Francis S. Bangs, S. Barg- 
hoorn, Gardner Chamberlin, L. M. Daven- 
port, Eugene B. Favre, A. L. Flewelling, O. E. 
Guernsey, Julius Galland, James Hunter, 
D. L. Huntington, R. Insinger, Frank W. Ket- 
tenbach, W. S. McCrea, Walter G. Merry- 
weather, R. B. Paterson, Fred Phair, Charles 
G. Reeder and E. F. Cartier Van Dissel. 


























































Occasion has been offered frequently to 
comment in Trust CoMPANIES on the activi- 
ties of trust companies in movements. which 
are of a broad humanitarian or altruistic 
character. There is no type of financial or 
fiduciary institution which comes so close to 
the people and in helping to work out daily 
living problems as the trust company. This 
contact has the effect of awakening a keen 
interest in all plans for community better- 
ment. The work of inculcating habits of 
thrift, of guarding the interests of widows 
and children who have been deprived of the 
guiding hand, necessarily quickens the sense 
of responsibility and of being helpful to 
others. 

The Guardian Savings and Trust Company 
of Cleveland has been foremost in advancing 
every movement making for the greater civil 
development of Cleveland. More recently 
the management has taken the initiative in 
maturing plans for a so-called vacant lot and 
home garden movement. The company has 
given a guarantee of $1,000 cash prizes to 
stimulate the contest for beautifying homes 
and vacant spaces. In addition to this cash 
donation the Guardian Savings and Trust 
Company has agreed to defray the cost of 
printing and circulating 50,000 official book- 
lets which will contain colored plates of flow- 
ers and vegetables with necessary cultural 
directions, together with rules and regula- 
tions governing the contest. The movement 
is under the auspices of the Cleveland Plain 
Dealer and besides, the Guardian Savings & 
Trust Company enlists the active co-opera- 
tion of Mayor Newton D. Baker, the public 
service director, superintendent of parks, 
councilmen and others. City Forester John 
Boddy is in charge of the active arrange- 
ments of the contest, while donations are also 
given by other business houses. Seeds will 
be furnished free by Congressmen Robert J. 
Bulkley, William Gordon and Robert Crosser 
from the supplies furnished by the United 
States Department of Agriculture. 

The contest calls for the distribution of 
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TRUST COMPANIES ENGAGE IN BROAD COMMUNITY 
WELFARE WORK 


GUARDIAN TRUST COMPANY OF CLEVELAND IN VACANT LOT 
AND HOME GARDEN MOVEMENT 





prizes for the best cultivated vacant lots and 
home gardens. The vacant lots are cleaned 
up and put in proper shape for the contest- 
ants by the park department. The owners of 
vacant lots have entered enthusiastically into 
the spirit of the plan. The vacant lots are 
turned over to applicants whose only quali- 
fication is that of citizenship. Owners of 
homes are also eager contestants with the 
result that environments are made more ar- 
tistic and healthful. But there is also a 
utilitarian side to the contest, namely the 
awarding of prizes for the best vegetable 
products. A feature of the contest is the Fall 
festival which will be held in Wade Park 
and where the products will be entered for 
competition. Expert advice is given to the 
contestants and speakers will address groups 
of those entering the plan from time to time. 

The fact that the Guardian Savings and 
Trust Company occupies an important posi- 
tion in the business and financial expansion 
of Cleveland is indicated in its statements of 
financial condition. The latest report shows 


aggregate resources of $28,615,217, in- 
cluding $4,006,029, cash on hand and in 
banks. Capital is $1,950,000, surplus $1,- 


997,400, undivided profits $168,131 and de- 
posits $24,503,000. The Guardian Savings & 
Trust Company has adopted the slogan “A 
Trustworthy Trust Company,” and the ex- 
pression is heartily endorsed by its growing 
clientele. 


Life and Property 


The Louisville Trust Company of Louis- 
ville, Ky., has issued a booklet entitled 
“Life and Property” which should be very 
effective. The various arguments. regarding 
the advantage of enlisting trust company 
services in fiduciary capacities are set forth 
in the form of questions and answers. 
There are no technicalities to puzzle the lay 
reader and the arguments are most forcible. 

The Louisville Trust Company has also 
issued an interesting booklet entitled “The 
Trust Company and the Lawyer.” 
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Legal Discussion and Decisions 


RELATING PARTICULARLY TO TRUST COMPANIES 











Edited by FRANK C. McKINNEY of the New York Bar 


[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


LEGAL NATURE, ARISING OUT OF THE CONDUCT 


PANIES, 


APPORTIONMENT OF DIVIDENDS BETWEEN 
LIFE BENEFICIARIES AND REMAINDERMEN 

In the recent case of Matter of Osborne 
(209 N. Y. 450), the New York Court of 
Appeals considered exhaustively the trouble- 
some question of the duty of a trustee in the 
distribution of dividends between life bene- 
ficiary and remainderman. In this day of 
frequent stock dividends in large amounts 
many a trustee has been perplexed as to the 
division that should be made between the 
life beneficiary and the ultimate taker of the 
trust fund. 

The general rule has been that ordinary 
cash dividends should be paid to the life 
tenant and that extraordinary dividends, 
whether in cash or stock, should be kept in 
the trust fund as a part of the estate. The 
decisions in New York have not been uni- 
form, but in this most recent utterance the 
court of final resort has carefully reviewed 
all of the important decisions and the con- 
clusions of text writers, and has established 
a rule which may be followed, even if at 
times it should require rather difficult figur- 
ing. But notwithstanding the difficulty which 
trustees may encounter in many cases in ap- 
portioning the dividend, it is necessary that 
this be done. If the trustee is in doubt he 
may leave the question of apportionment to 
a court of equity. Not only should the in- 
tegrity of the trust fund be considered, but 
the rights of the life beneficiary and the re- 
mainderman must be preserved. 

The question arose over the stock dividend 
of $60,000,000 which was declared in I910 
by the Singer Manufacturing Co., two years 
after the death of the testator who owned 
3000 shares of stock in the company, which 
he had left in trust for his wife for life, 
remainder over to their children. In decid- 
ing the case the court discussed the various 
rules which have been applied in such cases 
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VARIOUS DEPARTMENTS OF TRUST COM- 


both in this country and in England, and 
reached the conclusion that: 1. Ordinary divi- 
dends, regardless of the time when the sur- 
plus out of which they are payable was ac- 
cumulated, should be paid to the life bene- 
ficiary. 2. Extraordinary dividends, pay- 
able from the accumulated earnings of the 
company, whether payable in cash or in stock, 
belong to the life beneficiary, unless they 
entrench in whole or in part upon the capi- 
tal of the trust fund as received from the 
testator or maker of the trust or invested in 
the stock, in which case such extraordinary 
dividends should be returned to the trust 
fund and the life beneficiary in such a way 
as to preserve the integrity of the trust fund. 

It follows, that in many cases, an appor- 
tionment of dividends will be necessary. 
The part earned prior to the creation of the 
trust must be awarded to the trust fund and 
the remainder to the life beneficiary. In the 
case under discussion the court found that 
an award of 13956551 parts of the stock 
dividend should go to the life tenant and the 
remainder to the trust fund. Probably 
the application of the rule to the many cases 
in which the question is involved will not be 
so difficult as these figures would lead one to 
believe. 

Shortly before this case was decided the 
question was under consideration in the Ap- 
pellate Division, Matter of Leask 159 A. D. 
102. Here the trustees had retained stock 
dividends declared by the Pullman Company 
as part of the trust estate. The court de- 
cided, and this is the important question for 
a trustee, that there is a presumption that 
all dividends belong to the life tenant, and 
that the burden is therefore upon the trus- 
tees to prove the contrary before they may 
properly include such a dividend in their ac- 
count under the head of capital. 
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IMPORTANT DECISION GOVERNING SAFE 
DEPOSIT COMPANIES 


Section 227 of the tax law provides that 
safe deposit companies which have in their 
possession securities or property belonging 
to a decedent must notify the State Control- 
ler before they permit such securities to be 
withdrawn. For a violation of this statute a 
penalty of $1000 is imposed and the company 
is liable for the full amount of the transfer 
tax. 

The recent case of People vs. Mercantile 
Safe Deposit Co. (159 A. D. 98), practically 
annuls the law, for it decides that a safe de- 
posit company which rents a safe or box 
to an individual who has free access to such 
box, cannot be said to have possession or 
control of the securities deposited any more 
than a landlord who rents a house can be 
said to have possession of the securities of 
his tenant. Consequently the statute with its 
heavy penalty does not apply where a com- 
pany is engaged in the business of renting 
safe deposit boxes, but only to such com- 
panies as accept valuables from customers 
for deposit in their own vaults. 


COMPROMISE AGREEMENT TO PROTECT 
TRUST; COURT APPROVAL 


The recent case of New York Life Ins. & 
Trust Co. vs. Conkling (159 A. D., 337), not 
only illustrates the care exercised by a trust 
company while managing an estate, but is 
also instructive upon the question of the 
power of a court to authorize a compromise 
in case of claims against the trust property. 

Sarah Conkling died leaving a husband 
and three adult children surviving her. She 
left her whole estate to the plaintiff trust 
company in trust to divide it into three equal 
parts and pay the income to the three 
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children. The husband, having been left 
unprovided for, claimed that he was equit- 
ably entitled to the property, since the prop- 
erty had in reality been owned by him and 
had been turned over to his wife. 

To avoid litigation and the possible loss 
of the whole estate the children and the 
father entered into a compromise agreement 
by which he was to receive the income from 
one-fourth of the property for life and was 
to make no further claim to the estate. 


In an action brought for a determination 
of the validity of this agreement against the 
trustee, the Supreme Court ratified the 
agreement and authorized the trust company 
to invest one-fourth of the estate for the 
benefit of the husband. Later, one of the 
three children died leaving children and these 
grandchildren claimed that the compromise 
agreement was invalid. The trust company 
then brought the present action asking the 
court for instructions. 

While an agreement may not be entered 
into by the beneficiaries of a trust for the 
purpose of destroying the trust, the rule is 
general that where a compromise agreement 
has for its object the preservation of the 
trust, it will be approved. In the Conkling 
case it was clear that the husband was pre- 
paring to bring a legal action to have the 
whole trust declared void. Consequently, it 
was a preservation of the trust to avoid liti- 
gation, which might destroy it entirely, by en- 
tering into a compromise. It was well within 
the power of the court, therefore, to ratify 
the agreement made by the children. It is a 
general rule that a court of equity may order 
trustees to deal with the trust property in 
whatever manner is best for infant bene- 
ficiaries. 
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“BLUE SKY” LAW IN MICHIGAN 


The recent decision of the Federal Court 
of the eastern district of Michigan in de- 
claring the “blue sky” law of that State un- 
constitutional is a decided victory for con- 
servative investment interests. The decision is 
sweeping and unanimous in holding that the 
Michigan law is beyond the police power 
of the State, that it is in violation of com- 
merce and does not come within the “due 
process of law” provision of the United 
States. The decision commands wide inter- 
est among investment firms and trust com- 
panies which conduct bond departments be- 
cause the Michigan law represented the type 
of obnoxious “blue sky” bills, modeled after 
the Kansas act, which have been passed with 
but slight modification in a number of 
States. “Blue sky” legislation has been 
passed in sixteen States. The Michigan 
law contained so many unreasonable require- 
ments that legitimate investment dealers 
could hardly hope to do business and comply 
with the provisions. The lowa “blue sky” 
act is drawn on similar lines to the Michi- 
gan law. 

The Michigan authorities will undoubtedly 
appeal from the decision of the Federal Dis- 
trict Court and the questions at issue will 
be carried to the United States Supreme 
Court. The Michigan law was attacked ir 
five particulars, namely, (1) that it deprives 
plaintiffs of their property in violation of 
the Fourteenth Amendment; (2) that it de- 
prives plaintiffs of the equal protection of 
the laws in violation of the same amend- 
ment; (3) that it directly burdens interstate 
commerce; (4) that it delegates to the Com- 
mission legislative power and judicial power 
in violation of the Michigan constitution; 
(5) that the title of the act is not confined 
to one object and does not express that ob- 
ject as required by the Michigan constitution. 

In the preamble of the decision, the Federal 
Court says: “We take judicial notice of the 
common understanding that this ‘Blue Sky 
Law’ was intended, as is said by the Attorney 
General ‘to stop the sale of stock in fly-by- 
night concerns, visionary oil wells, distant gold 
mines and other like fraudulent exploita- 
tions.’ If just this intent had been carried into 
effect by the act as passed, these cases would 
not be here; but scrutiny of the law dis- 
closes additional and very different effects. 
It is not confined to corporations, but covers 
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DECLARED UNCONSTITUTIONAL 


partnerships issuing, and individuals deal- 
ing in, securities; it does not relate alone to 
stocks, but as well to bonds, mortgages and 
promissory notes; it is not limited to in- 
yvestment companies, as that term would or- 
dinarily be defined, but extends the definition 
so that it may include most of the private 
corporations and partnerships in the United 
States; it does not cover fraudulent securi- 
ties merely, but reaches and prohibits the 
sale of securities that are honest, valid and 
safe; it does not simply protect the unwary 
citizen against fraudulent misleading, but it 
prevents the experienced investor from de- 
liberately assisting an enterprise which he 
thinks gives sufficient promise of gain to 
off-set the risk of loss, or which, from mo- 
tives of pride, sympathy or charity, he is 
willing to aid notwithstanding a probability 
that his investment will prove unprofitable. 
Of course, not all of these results always 
follow; but they always may, and sometimes 
will.” 

The Investment Bankers’ Association of 
America is to be commended for the active 
part which it has taken in securing judicial 
interpretation of the “blue sky” laws, espe- 
cially where they are bound to be retroac- 
tive and unduly interfere with the conduct 
of legitimate investment business. The 
Michigan law became effective August 15, 
1913, and upon that day the association, 
through A. B. Leach & Co., N. W. Halsey & 
Co., the Continental and Commercial Trust 
and Savings Bank of Chicago, and Lee, Hig- 
ginson & Company, as plaintiffs, secured a 
temporary injunction restraining the Michi- 
gan Securities Commission from proceeding 
with the endorsement of the law. The law 
gave the State the power to hold up bond 
sales for 30 days and to inspect the books of 
the bond house rather than those of the issu- 
ing corporation. The decision is far-reach- 
ing and settles the right of a State to regu- 
late the business of a bond house outside of 
a State to do business in the State. 

The State District Court in Polk County, 
Iowa, has enjoined enforcement of the Iowa 
“blue sky” law, holding it unconstitutional 
as depriving of their liberty and property 
without due process of law, discriminating 
between residents and non-residents, dele- 
gating legislative powers to State officials: 
and interfering with interstate commerce. 
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Depository for Reserves of State Banks and Trust Companies 


We offer every facility consistent with sound banking 
Depository of the United States, State of New York and City of New York 
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Operation of the New Bank Act 


The most comprehensive publication as to 
the provisions and application of the new 
Federal Reserve Act is the book just pub- 
lished by J. P. Lippincott & Company en- 
titled “Operation of the New Bank Act,” by 
Thomas Conway, Jr., and E. M. Patterson. 
It is not merely a definition of the different 
provisions of the new law but embraces a 
great amount of pertinent information based 
on the hearings at Washington and facts 
gathered from various sources. The opening 
chapters are devoted to a study of the con- 
ditions governing our supply of money, the 
characteristics of our National and State 
banking systems, the inelasticity of the pres- 
ent system of bond-secured currency, and ef- 
fects of decentralization. The book then 
gives a summary of the’ new law and de- 
scribes the scope of the regional system, re- 
sources and operation of the new regional 
banks, form of control through the Federal 
Reserve Board, rediscounts, acceptances, re- 
tirement of National bank notes and the safe- 
guards surrounding the issue of Federal Re- 
serve notes. Broader question of inflation, 
open market operations, the effect of the 
changes on country banks, reserve and cen- 
tral reserve banks. 


Utica Trust and Deposit Company 

At the annual meeting of the stockholders 
of the Utica Trust and Deposit Company the 
following directors were elected to serve for 
the term of three years: Thomas R. Proctor, 
J. Francis Day, Thomas F. Baker, J. J. Gil- 
bert, Robert Fraser and Frank A. Bosworth. 

The above directors, together with the fol- 
lowing, constitute the board of directors: 
George L. Bradford, George De Forest, Wil- 
liam S. Doolittle, George E. Dunham, Freder- 
ick S. Easton, Franklin A. Ethridge, D. 
Clinton Murray, Charles B. Rogers, Richard 
U. Sherman, Sanford F. Sherman and 
Charles S. Symonds. The following officers 
were elected to serve for the ensuing year: 
President, J. Francis Day; vice-presidents, 
Charles S. Symonds, D. Clinton Murray and 
George E. Dunham. Graham Coventry is 
secretary and Charles J. Lamb is assistant 
treasurer of the company. The report pre- 
sented to stockholders showed that the past 
year has been one of the most successful in 
the history of the company. 





John H. McClement has been elected a 
trustee of the Title Guarantee and Trust 
Company of New York to fill the vacancy 
caused by the death of Louis Windmuller. 
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In order to stimulate an exchange of 
advertising literature among trust com- 
panies and savings banks Trust Com- 
PANIES Magazine has inaugurated a _ so- 
called “Exchange Directory.” The fol- 
lowing trust companies have expressed 
willingness to exchange advertising litera- 
ture, including booklets, folders, state- 
ment cards, etc. Trust companies and 
savings banks desiring to be included in 
the list should apply to “Advertising Ex- 
change Department,” Trust Companies 


Magazine. DELAWARE 

Wilmington.—The Equitable Guarantee & 
Trust Company. Richard Reese, vice- 
president and treasurer. 

Wilmington.—Security Trust & Safe De- 
posit Company. John S. Rossell, vice- 
president. ILLINOIS 

Chicago.—Chicago Savings Bank & Trust 
Company. F. O. Birney, assistant secre- 
eaey: LOUISIANA 


New Orleans.—Interstate Trust & Bank- 
ing Company. Henry M. Young, secre- 


tary. 
MARYLAND 
Baltimore—The Continental Trust Com- 
pany. M. H. Grape, vice-president. 


Baltimore—Maryland Trust Company. 
Richard H. Thompson vice-president. 


MASSACHUSETTS 
Boston.—Commonwealth Trust Company. 
J. Freeman Marsten, Advertising Man- 
ager. 


Boston.—Old Colony Trust Company. 
R. Reed Copp, Assistant Advertising 
Manager. MISSOURI 


St. Louis.—Mercantile Trust Company. 
John Ring, Jr., Manager Publicity and 
Purchasing Department. 

St. Louis.— Mississippi Valley Trust Com- 
pany. G. Prather Knapp, Manager of 
Publicity. 

St. Louis.—St. Louis Union Trust Com- 
pany. B. W. Moser, Assistant Secre- 


ey NEW JERSEY 
Newark.—Fidelity Trust Company. Frank 
T. Allen, Publicity Manager. 
NEW YORK 
New York.—Bankers’ Trust Company. 
E. B. Wilson, Manager Advertising De- 
partment. 
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ADVERTISING EXCHANGE DIRECTORY FOR TRUST COMPANIES 









New York.—Empire Trust Company. 
Eugene Miller, Assistant Secretary. 
New York.—The Equitable Trust Com- 
pany. Richard R. Hunter, Secretary. 
New York.—Guaranty Trust Company. 
F. W. Ellsworth, Publicity Manager. 
New York.—United States Mortgage & 
Trust Company. Henry L. Servoss, As- 
sistant Treasurer. 
New York.—American 


tion, 5 Nassau Street. 


3ankers’ 
Library. 


NORTH CAROLINA 
Winston-Salem.—Wachovia Bank & Trust 


Associa- 


Company. C. L. Glenn, Publicity Mana- 
ger. 
OHIO 

Cincinnati—The Union Savings Bank & 
Trust Company. Edgar Stark, Trust 
Officer. 

Cleveland.—The Cleveland Trust Com- 
pany. Edward Williams Klein, Manager, 


Advertising Department. 

Cleveland.—The Guardian Savings & 
Trust Company. F. D. Conner, Adver- 
tising Manager. 


WASHINGTON 
Spokane.—Spokane and Eastern Trust 
Company, R. L. Rutter, Vice-President. 


WISCONSIN 


Milwaukee.—Wisconsin Trust Company. 
Fred C. Best, Secretary. 
CANADA 

Montreal.—Dominion Trust Company, 


Quebec 


ger. 


fank Bldg. A. S. Birchall, mana- 


Under Supervision of Federal Government 


AMERICAN SECURITY 
& TRUST CO. 
WASHINGTON, D. C. 


Capital & Surplus, $5,000,000 
Assets, over - $14,000,000 


Interest Paid on Checking Accounts 
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“The Human Touch—” 


It is precisely that rare quality, described by Kipling as “the human touch,” which 
makes trust company publicity effective, whether in the form of booklets, newspaper copy 
or circular letters. Every trust company, which is alive to its opportunities to cultivate 
new business or fiduciary relations, wants 


The “Right Kind” of Trust Company 
Booklets 


That means, booklets that combine the quality of dignity with a charm of descrip- 
tion, which at once command the personal interest of the reader and quicken the sense 
of paternal duty. It means booklets which induce people to come to your trust company 
to have their wills prepared and executed, appointing your company as trustee, as execu- 
tor, administrator, etc. 


This is Your Opportunity 


to secure the kind of trust company booklets you want. The best proof that the booklets, 
described below, “stick” and produce profitable business, is that trust companies who are 
distributing these gems in their respective communities, invariably come back with 
“repeat orders.” 


The “Purse Booklets” cover every branch of trust company service as indicated by 
the following titles: 


Your House in Order Why a Corporate Executor The Care of Securities 
A New Year A Woman’s Will Your Child’s Inheritance 
After You—What? Guardianship Insurance Money 
Administration Trusteeship Under Will Procrastination 


The Trust C d 
Why an Executor Try it Out rhe tae ad an 


For particulars as to price, etc., write to 
TRUST COMPANY SERVICE DEPARTMENT 


TRUST COMPANIES MAGAZINE 
ONE LIBERTY STREET, NEW YORK 





We also supply “individual advertising service” to trust companies, devise publicity 
and follow-up campaigns and provide approved systems for new business departments. 
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Bonds for Investment 


We own at all times an extensive list of conservative bonds yielding as high a 


return as is consistent with safety of principal. 


At the present time we have 


on our list and are offering over two hundred issues of railroad, municipal and 
public utility corporation bonds for investment, yielding from 4% to over 5%. 


We invite correspondence and upon request shall be glad to send our 
circular describing a large number of attractive investment issues. 


Harris, Forbes & Company 


Successors to N. W. Harris & Co., New York 
Pine Street, Corner William 
NEW YORK 


Harris Trust & Savings Bank 
Bond Department 
CHICAGO 


N. W. Harris & Company 


Incorporated 


BOSTON 





The Owen Bill to Regulate Stock 
Exchanges 

The Senate Banking and Currency Com- 
mittee has conducted a series of hearings 
relative to the bill introduced by Senator 
Owen providing for the regulation and in- 
corporation of stock exchanges. Members 
of the former Hughes Commission and a 
delegation from the New York Stock Ex- 
change appeared before the committee. Par- 
ticular criticism was directed against the 
provisions of the bill which require incor- 
poration of exchanges and which prohibit 
telephone and telegraph companies from 
transmitting messages or quotations relative 
to the purchase or sale of stocks where the 
transactions are not in conformity to regu- 
lations and rules approved by the Postmaster 
General. The bill also provides for the ex- 
clusion of similar information from the 
United States mails and gives broad super- 
visory power to the Postmaster General. 

By referring to the report submitted by 
The Pujo Congressional Committee follow- 
ing the so-called “Money Trust” investiga- 
tion it may be noted that most of the recom- 
mendations drawn up by Samuel Unter- 
myer have been embodied in the Owen bill. 
At the Senate committee hearings the chair- 


man also relied mainly upon recommenda- 
tions made by Mr. Untermyer who seems to 
be the leading spirit in the effort to secure 
Federal regulation of stock exchanges. The 
testimony submitted to the committee sup- 
ported very plainly the view that incorpora- 
tion of exchanges will materially nullify the 
present disciplinary power of the governing 
boards. The invocation of the postal privi- 
lege is regarded justly as an invasion of the 
rights of States to regulate the conduct 
of stock exchanges. It is also stated that the 
Owen bill is not part of President Wilson’s 
legislative programme. 


Utah Power & Light Company Bonds 


Harris, Forbes & Co., of New York, re- 
cently offered to conservative investors $10,- 
000,000 Utah Power & Light Company first 
mortgage 5 per cent. gold bonds, dated Feb. 
2, 1914 and due Feb. 1, 1944. The Guaranty 
Trust Company of New York is trustee under 
this issue. A statement of earnings and ex- 
penses of the Utah Power & Light Company 
shows that net earnings are over twice the 
amount of bond interest. The bonds are of- 
fered at the price of 95 and-interest. 
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Bonds Legal and Not Legal for 


New York State Savings Banks 
and the Provisions Affecting Them 


Under the title, ‘“Savings Bank Bonds,” we have published a 


booklet listing : 


1. A careful selection of State, Municipal and Railroad 
bonds which comply with the provisions legalizing 
them for the funds of savings banks and trustees. 
Certain State and Municipal bonds which do not 
comply with legal provisions for savings banks and 


trustees, 
excluding them. 


classified under the sections of 


the law 


Booklet Q-14 on Request 


N. W. Halsey & Co. 


49 Wall Street, New York 


Philadelphia 


Chicago 
1421 Chestnat St. 


La Salle & Adams Sts. 


Baltimore Detroit 
1508 Ford Bidg. 


631 Munsey Bldg. 


The Broadened Investment Demand 


The remarkable success of the New. York 
State $51,000,000 four and one-half per cent. 
loan operation contributed remarkably to 
the strength of the investment situation. 
This loan was the largest ever offered by the 
State and was five times over-subscribed at 
an average price largely in excess of what 
was expected. The public interest in the in- 
vestment market was also emphasized by the 
advance of these bonds of over a point above 
the level at which the bankers offered them 
to investors. Despite the turns in the stock 
market prime investments held their ad- 
vances steadily. Trust companies and espe- 
cially savings banks, because of the low 
money rates, have absorbed available short 
time. offerings. Successful subscriptions to 
new bond offerings was a feature of the 
market. Special inquiry developed for 
municipals and other income tax-exempt in- 
vestments. 

A considerable portion of the $55,000,000 
of new 5 per cent. convertible bonds issued 
by the Southern Pacific will go to European 
subscribers. Announcement was made that 
this issue was’ largely over-subscribed. The 
easy money conditions are distinctly favor- 


Boston, Halsey & Co., Inc. 


55 Congress Street 


San Francisco 

424 California St. 
Los Angeles 

803 Hibernia Bldg. 


London 
Halsey & Co., Ltd. 
Geneva 


Switzerland 


able to corporations which are required to 
meet maturing short term obligations. Bond 
and note issues maturing in February amount 
to $41,570,000, as compared with $13,235,000 
the previous month and $30,270,000 in Febru- 
ary, 1913. Railroad notes maturing amount 
to $25,530,000 and industrial notes $15,000,000. 
The Consolidated Gas Company is required 
to meet $15,000,000 notes, the Boston & 
Maine $10,500,000, Puget Sound Traction 
$7,500,000, Minneapolis & St. Louis $3,000,- 
ooo, and Hudson Companies $2,607,000. New 
security issues reported by railroads and in- 
dustrial corporations during January 
amounted to $130,000,000, a marked decrease 
as compared with the same month last year. 
Total stock sales on the Stock Exchange for 
the first six weeks of this year amounted to 
$13,551,606 compared with $11,575,605 for 
the same period last year. 


Reginald W. Pressprich has been elected 
vice-president of the Equitable Trust Com- 
pany of New York. He will be in charge of 
the investment department of the institu- 
tion and will retire from his bond dealing 
firm. 
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SAFETY 





THE LOGICAL CHECK PAPER 


IS ONE WHICH AUTO- 


MATICALLY DETECTS ALL ATTEMPTS AT FRAUDULENT 


ALTERATION. 


NATIONAL SAFETY PAPER HAS COME THROUGH A 


FORTY-TWO-YEAR TEST WITHOUT A SINGLE SUCCESSFUL 


ALTERATION. 


AN ATTRACTIVE BOOK OF LA MONTE SAFETY 


PAPERS CONTAINING SAMPLES OF FORTY-FIVE 
HANDSOME CHECK PAPERS HAS RECENTLY BEEN 
COMPILED. THIS BOOK REPRESENTS THE HIGHEST 


Banking Journals and Banks 

The Bank Publicity Association of New 
York City, composed of the publicity mana- 
gers of banks and trust companies, is mak- 
ing a commendable effort to secure a greater 
degree of co-operation and mutual under- 
standing between banking journals and ad- 
vertising banks and trust companies. In line 
with this purpose the association recently 
entertained at an informal dinner as guests, 
the publishers and editors of a number of 
banking periodicals. 

W. S. Cousins of the American Banker 
read an instructive paper on “Advertising 
Rates.” F. P. Bennett, Jr., of the United 
States Investor spoke on “Special Issues.” 
C. A. Luhnow, publisher of Trust Com- 
PANIES Magazine, spoke on “Circulation.” 
Among those who participated in the discus- 
sion were F. W. Ellsworth of the Guaranty 
Trust Company, Horace Anderson of the 
Title Guarantee and Trust Company, N. P. 
Gatling of the Chatham and Phcenix Na- 
tional Bank, Charles D. Steurer of the 
American Banker, and Anthony Stumpf of 
the Daily Banker and Stockholder. The 
gathering was presided over by E. B. Wilson 
cf the Bankers’ Trust Company, who is 
president of the association. 





DEGREE OF CHECK PAPER PERFECTION. 


(EDITION LIMITED FOR BANKERS AND 
WILL BE SENT ONLY UPON REQUEST) 


GEORGE LA MONTE & SON 
35 Nassau Street 


New York 


Convenient Income Tax Record Books 

Numerous inquiries have been received 
by Trust Companies Magazine for con- 
venient books to keep income tax records 
and to facilitate the bookkeeping in con- 
nection with the collection and payment 
of the tax. Arrangements have been 
made with a leading New York station- 
ery firm, which supplies the most ap- 
proved forms and records to some of the 
large trust companies, whereby sam- 
ple sheets can be provided. Among the 
different forms prepared are the follow- 
ing: an Income Tax Coupon Register for 
keeping a record of collections and deduc- 
tions by banks and trust companies, which 
is designed to accommodate 7,500 items, 
with numbérs on the edges of the pages 
to provide for a numerical record; an 
Income Tax Record Book for use of in- 
dividuals in which separate rulings are 
for income register, a record of deduc- 
tions, and securities record, showing by 
months when income is due; Coupon 
Register, showing when deposited, for 
whose account, bond numbers, name of 
debtor corporation, name of issue, when 
coupons are due, tax paid at source, etc. 
Information as to these records and forms 
will be gladly supplied to readers of 


Trust ComMpaANIES Magazine. 
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DEPOSITS JANUARY 13, 1914, $112,000,000 


RICHARD DELAFIELD 






1856 


PRESIDENT 
JOHN C. MCKEON 
VICE-PRESIDENT 


WILLIAM O. JONES 
VICE-PRESIDENT 


MAURICE H. EWER 
CASHIER 


WILLIAM A. MAIN 
ASST. CASHIER 


LOUIS F. SAILER 
ASST. CASHIER 


JOSEPH T. MOORE 
STUYVESANT FISH 
CHARLES SCRIBNER 
EDWARD C. HOYT 
W. ROCKHILL POTTS 
AUGUST BELMONT 





Observing the Letter and Spirit of a Trust 


Now and then we hear the comment that 
trust companies, because of the large volume 
of business they handle, are not able to give 
due attention to the spirit as well as the letter 
of every trust committed to its care. This 
is still the pet argument of the professional 
or individual trustee. But the fact that such 
objection to corporate trusteeship is largely 
a matter of imagination is supported not only 
by daily experience but by the tremendous in- 
crease in fiduciary business reported by trust 
companies. What is most significant is that 
the largest proportion of new individual 
trusts acquired by trust companies during 
1913, consists of estates of moderate size. 
The public now recognizes that trust com- 
panies are not only conscientious in interpret- 
ing testamentary instructions but afford a 
degree of safety which is entirely lacking in 
the appointment of individual trustees and 
executors. 

It has become a recognized part of proper 
trust company administration to discharge 
each trust in a liberal and yet technically 
correct spirit. Often trust companies “go out 
of their way” to give their trust clients the 
fullest possible benefit. Many such instances 
have been given from time to time in the 
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pages of Trust Companies. In a paper read 
recently at an agricultural conference in 
Philadelphia Mr. Lardner Howell, assistant 
trust officer of the Girard Trust Company 
of that city, made some interesting comments 
on “farm trusts.” It appears that the Girard 
Trust Company in connection with its 
vast fiduciary relationships is steward of a 
number of farms, some of which are located 
in the immediate vicinity of Philadelphia. 
The trust department and the real estate de- 
partment of the company work together in 
order to aid tenant farmers. The latter are 
furnished with all latest government and 
State College bulletins. Practical experi- 
ments are conducted on these farms and the 
results have more than justified such broad 
interpretation of trusteeship duties. The 
farmer tenants, the beneficiaries under these 
trusts and the trust company have all been 
brought closer and values have been in- 
creased. 


Incorporation papers of the Bankers’ 
Trust and Savings Bank of Los Angeles 
have been filed. -The papers show that 
$50,000 has been subscribed toward the 
$2,000,000 capitalization of the institution. 
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Irving National Issues Valuable Income 
Tax Pamphlet 

The Irving National Bank of New York, 

having already sent to its customers folders 

and pamphlets bearing on different phases 




















of the income tax, is now sending out an ad 
ditional pamphlet designed to assist in solving 
some of the problems in the law. It is a 
series of 64 questions, the answers to which 





























really constitute that many separate legal 

















Regarding the constitutionality of some of 
the provisions of the new law the pamphlet 


Says: 


























“The constitutionality of some of the pro 
visions of the statute and the legality of cer 
tain of the Treasury Department Regulations 
will undoubtedly be tested in Court. 

“Until disputed questions are finally de- 
termined by judicial decision, a protest should 
be filed with the Return, and also accompany 
the payment of the Tax, in case the taxpayer 
wishes to preserve his right to recover any 
tax, or portion thereof, paid under an illegal 
assessment.” 










































































The answers to questions, such as for ex 
ample: “When must married persons living 
together file returns?” are full and illuminat- 
ing. Copies may be obtained by writing to 
the Irving National Bank of New York City 
































A certificate of incorporation has been 
filed by the Central City Trust Co. of Syra- 
cuse. The capital is $100,000. The directors 
include: George M. Barnes, William 
Muench, T. Frank Dolan, Charles E. Cooney, 
Frank W. Traugott, Douglass A. White. 



































At the annual meeting of the New Bruns- 
wick Trust Company of New Brunswick, 
N. J., the resignation of Frank S. Cobb as 
secretary and assistant treasurer was an- 
nounced. J. V. D. Mershon, treasurer and 
assistant secretary, was elected both secre- 
tary and treasurer. 









































TRUST COMPANIES 


SECURITY AND SERVICE 


Organized, Developed Attenti f Offi 
and Conducted nts TH E saa ¢ icets 





given to individual 


po wy ba Pye nhl CG Q) kR N EXC H A N (; E requirements of each 


depositor. We solicit 


ave gained each day our business and 
in strength, scope and BAN K - 

NEW YORK CITY leased to h ‘ 
ESTABLISHED 1853 RT a ee a 


would be particularly 


sonal interview with 


- - $$0,000,000.00 yu ..... 
- - $83,000,000.00 





Corn Exchange Bank Takes Over 
Washington Trust Company 


The absorption of the Washington Trust 
Company by the Corn Exchange Bank was 
made effective January 26. The office of the 
trust company at 253 Broadway is maintained 
as the Washington Branch of the Corn Ex- 


change Bank. The statement issued by the 
Corn Exchange on February 2, shows that 
the merger was most successful. As com- 
pared with the official statement as of De- 


cember 9, aggregate resources have been in- 
creased from $82,876,509 to $93,205,220, con- 
sisting of cash in vaults, $18,672,743; ex- 
changes and cash items, $6,280,833; demand 
loans, $15,172,418; time loans, $39,190,560; 
due from banks, $3,627,331; investments, 
$7,363,350, and. banking houses and lots, $2,- 
897,073. The bank’s capital, surplus and un- 
divided profits now amount to $10,144,213. 

Francis A. Page, who was president of the 
Washington Trust Company, was elected a 
vice-president of the Corn Exchange and 
David M. Morrison, who was chairman of 
the board, has been elected a director to fill 
the vacancy caused by the death of William 
F. Havemeyer 


\. B. Leach & Co. have issued a partial 
list of investment offerings, including state, 
country, municipal railroad bonds and equip- 
ment notes. The yield on the city bonds 
listed ranges from 4.30 to 5 per cent., and 
include New York, Wilmington, Del., Mount 
Vernon, Duluth, Nashville and San Fran- 
cisco issues. 


E. T. Jeffery, chairman of. the board of 
the Denver & Rio Grande Railroad, has been 
elected a member of the executive committee 
of the Equitable Trust Company to succeed 
the late William H. Taylor. 
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Strictly a Commercial Bank 
In New York’s Commercial Center 


Our efforts to create standards of efficiency 

in all departments of Commercial Banking 

have been based upon this favorable union 
of specialization and location 


Irving National Bank 


The Government and Railroads 


The anti-trust proposals advocated by 
President Wilson and embodied in the “Five 
Erothers” bills are not calculated to 
general business sentiment. 


improve 
Considerable at- 
tention in view of the intention to specify 
illegal acts under the Sherman 
given to the announcement of ~Attorney 
General McReynold’s suit against the South- 
ern Pacific for alleged illegal ownership of 
the Central Pacific. This marks another step 
in the legal contest and follows shortly the 
dissolution of the Union Pacific and South- 
ern Pacific. In connection with the latest 
suit the Union Pacific claims that ownership 
of the Central Pacific is not in restraint of 
competition but that it affords a natural and 
direct outlet to the Pacific Coast. 

A committee has been appointed by the 
Rock Island to consider plans for the disso- 
lution of the double holding company ar- 
rangement which was created in 1902 when 
the Moore-Reid interests acquired all but a 
small part of the share capital of the system. 
It is not likely that receivership proceedings 
will be necessary but that some plan of re- 
organization conformable to government re- 


law, was 


New York 


Woolworth Building 


quirements, will be negotiated Stocks and 
bonds outstanding amount to about $215,000,- 
ooo and the holders will be directly affected 
by the necessity of cancelling the holding 
company relation. The market was 
clearly concerned over the situation as shown 
by the influence of Rock Island quotations 
which led the recent reaction in prices. 


stock 


Annual Report of the tna Insurance 
Company 

The annual report of the Aétna Insurance 
Company of Hartford, Conn., which is the 
leading fire insurance company in the United 
States, reflects a most prosperous year. Dur- 
ing the 95 years this company has been es- 
tablished losses aggregating $138,501,348 
have been paid. The cash capital is $5,000,- 
000, cash assets $22,481,250, total liabilities 
$10,571,860, net surplus $6,909,389 and surplus 
for policy holders $11,909,380. 

The officers are: Wm. B. Clark, president; 
Henry E. Rees and A. N. Williams, vice- 
presidents; E. J. Sloan, secretary; E. S. 
Allen, Guy E. Beardsley and Ralph B. Ives, 
assistant secretaries; W. F. Whittelsey, Ma- 
rine secretary. 





TRUST COMPANIES 


Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
OF THE UNITED STATES 


TRUST COMPANIES PUBLISHING ASSOCIATION, 


No. 1 Liberty St., N. Y. City 
Long Distance Telephone, 5523 John 
C, A. LUHNOwW, Editor and Publisher 


Advertisements of trust companies, banks, finan- 
cial institutions and advertisers who wish to use 
the advertising columns of TRUST COMPANIES 
will be inserted for publication at rates which 
will be sent on application. 
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New York City 


Special Correspondence 
Nation-Wide Business Expansion—lIs It 
Fundamental or Transient ? 

Since the first of the year the business and 
financial interests have been cheered by many 
hopeful signs, that conditions throughout the 


country have arrived at the point where ex- 


pansion will be permanent and _ general. 
There were some allusions to “January sun- 
shine booms” and “flashes in the pan” when 
the rising tide of Stock Exchange transac- 
tions and quotations received a check during 
the closing days of the month because of 
profit-taking by professionals. It was even 
asserted that political influences were at 
work to create the appearance of prosperity 
and attention was incidentally called to the 
Treasury financial statement showing that a 
large portion of the funds put out last year 
to move the crops was still in circulation. 
But when the broadening investment de- 
mand and absorption of securities together 
with the unprecedented buying of commercial 
paper, continued without interruption, the 
most inveterate pessimists began to take no- 
tice. The world-wide ease in money rates 
brought about a remarkable demand for 
prime commercial bills. Note brokers re- 
ported the greatest volume of January sales 
within many years. Investors, banks, trust 
companies and other fiduciary institutions 
quickly drained the market of short-term se- 
curities and then resorted to purchase of 
long-time investments. Although the stock 
market experienced a halt the investment de- 
mand continued to gain strength. The first 


two weeks in February clearly indicated 
further business improvement throughout 
the nation and conservative bankers, who are 
not easily misled by incipient booms, ex- 
pressed the belief that everything pointed to 
a typical American season of “good times.” 
This impression was strengthened by reports 
of increase in unfilled orders from the steel 
trade and larger business by manufacturing 
concerns. 

While it is safe to state that the renewed 
investment demand is logical both because ot 
intrimsic value or return, and because of the 
marked decrease in interest rates, it may be 
somewhat premature to predict that busi- 
ness will henceforth show continuous de- 
velopment. The banker especially must 
take certain unsolved problems into consid- 
eration. He is wisely keeping his resources 
in as liquid shape as possible, although there 
every reason to believe that the 
change from the old banking system to that 
which will be inaugurated under the Federal 
Reserve Act, will be effected without any 
serious disturbance to business. But the 
spirit of change, the necessity of adjustment 
tc new standards and requirements of govern- 
ment, is in the air. Railroads must con- 
tinue to hold up new extensions until the 
Interstate Commerce Commission gives as- 
surance of dealing fairly with the rate in- 
crease question; until the terms of the anti- 
trust bills, especiafly those in relation to 
supervision of their finances by the Inter- 
state Commerce Commission and to inter- 
locking directorates are clearly defined. The 
possibilities of arbitrary interference with 
the accustomed methods of financing and co- 
operation are such as to hamper the capi- 
talist and the investor for some time to come. 
Despite the assurances of peace contained in 
President Wilson’s latest message investment 
capital still has every reason to remain a 
somewhat passive factor. 

One thing, at least, is certain. The ease- 
ment in the money market is not sporadic but 
a condition which is reflected throughout this 
country and especially in Europe. The suc- 
cessive reductions in the Bank of England 
rate to 3 per cent., the reductions in the 
French and German bank rates and the 
enormous absorption of new _ securities 
abroad remove all doubt as to the existence 
of wholesome political and international 
relations. In France the hoarded gold is re- 
turning to banks and helping to increase the 
reserve although Paris has imported $12,- 
000,000 of American gold since the first of 
the year. It is also significant that London 
purchased not less than 150,000 shares of 


is now 
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Mutual Alliaure Crust Company 


OF NEW YORK 
385 Wall Street 


CAPITAL AND SURPLUS, $1,500,000 


JAMES H. PARKER, President 


Accounts of Banks, Bankers and Trust Companies Solicited 


American securities during January. The 
Bank of England gold holdings now aggre- 
gate 43,635,000 pounds as compared with 
36,400,000 pounds a year ago: The German 
Reichsbank reports cash holdings of 1,637,- 
200,000 marks, an increase of 36 per cent. as 
compared with a year ago. 


Heavy Commercial Borrowings 

The heavy borrowing on commercial paper 
during January and which continued in 
February is doubtless one of the most im- 
portant recent developments. It is estimated 
that New York banks discounted in January 
from $50,0C0,000 to $75,000,000 commercial 
paper and probably accepted as much as $50,- 
000,000 paper for outside institutions. It was 
reported from Chicago that the banks there 
had purchased not less than. $40,000,000 paper 
since the first of January. Correspondingly 
heavy commercial paper transactions were 
also reported from other financial centers. 
Doubtless, this borrowing reflected to a con- 
siderable extent the increased activity in 
business and mercantile circles. But. it is 
also certain that a large portion of the funds 
raised by the disposal of mercantile bills was 
used to liquidate other loans and to extend 
maturing notes which were sold four or six 
months ago. The attractive rates of discount 
also brought into the: market’ borrowers of 
the class who remain out of the market when 
the rate is above 4 per cent. 

The huge volume of cash which flowed to 
reserve centers from agricultural and inte- 
rior points was reflected in the summary of 
National bank returns as of January 13. 
Since that date the weekly and Clearing 
House statements of this city and other cen- 
tral and reserve points indicate continued in- 
crease in cash. The comptroller’s compila- 
tion showed that during the period from Oc- 
tober 21, 1913, to January 13, 1914, cash hold- 
ings of the National banks of the United 
States increased $92,286,000, making aggre- 
gate cash $081,91),420, or $31,422,000 more 


than the: previous high record of Feb. 20, 
i912. The total reserve on January 13, last, 
was $1,570,750,770, or $137,963,141, in excess 
of legal reserve requirements and inciden- 
tally the highest reserve ever held by the 
National banks. Individual deposits of $6,- 


072,634,000 were also the highest on record. 
The National banks. of New York City re- 
ported a gain of $41,938,000 in cash from 
October 21, to January 13, 1914, increase of 
$19,095,000 in loans and $3,451,000 deposits. 


The Professional ‘‘ Analyzer’’ of Trust 
Estates 

Attention has been called heretofore to the 
professional “experts” or self-styled “ana- 
lyzers” who try to prey upon established 
fiduciary institutions. It is regrettable that 
reputable newspapers, perhaps unconsciously, 
encourage such parasites: by giving publicity 
to proceedings’ which these professionals 
originate: In a recent decision the Surrogate 
acquitted a trust company of any deliber- 
ate wrongdoing and there was no basis for 
the article which appeared.in a leading daily 
newspaper which appeared to reflect upon 
the: management of the trust company in 
question. 

The allegations submitted to the Surrogate 
were filed by a man whose business card 
bears the inscription: “Heirs and benefici- 
aries who are getting no returns out of trust 
estates in the hands of trust companies will 
benefit through an interview.” 

Such experts might be designated by a 
more common and expressive title. Their 
activities and methods should be defined in 
the criminal code as a penal offense. 


Superintendent George C. VanTuyl of the 
New York State Banking Department, it is 
reported, has accepted an offer to assume the 
presidency of the Metropolitan Trust Com- 
pany of New York. The office has been 
vacant since the retirement of Gen. Brayton 
Ives. 
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Trust Company Service 
in New York City 


This company, with ample capital, large 
resources, and an efficient and well-systematized 
organization, has the ability and disposition to 
give good trust company service. 

Our various departments, including bank- 
ing, foreign exchange, bond, trust, transfer, re- 
organization and collection, are well equipped 
with modern facilities for transacting business 
promptly and economically. 

For these reasons we feel justified in cor- 
dially inviting the New York accounts of banks 
and trust companies. 


Guaranty Trust Company 
of New York 


Capital and Surplus $30,000,000 
Resources over - 200,000,000 
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THE 


SEABOARD 


National Bank of the City of New York 


cordially and earnestly solicits accounts. active or dormant, from trust companies throughout the 
United States. Interest allowed. Its solicitation is based upon conservatism, service in all banking 
lines, excellent facilities, and the fact that its officers give their personal attention to all accounts. 


CAPITAL, $1,000,000 


SURPLUS AND PROFITS (earned), $2,550,000 





Weekly Statements Show Marked Gains 

Although the financial operations in con- 
nection with the recent sale of $51,000,000 
State bonds contributed materially to the 
remarkable increase in deposits and expan- 
sion of loans reported by Clearing House 
banks for the week ending January 24, the 
net changes were decidedly interesting. Dur- 
ing the period from January 3, to February 
14, deposits of Clearing House banks, in- 
cluding trust company members, increased 
$181,924,000, loans expanded $151,542,000 and 
cash increased $72,531,000, leaving surplus 
reserve, at the latter date, of $37,970,000, the 
largest for the period in fifteen years, but 
one.. The deposits, loans and cash are 
considerably in excess of the figures for the 
corresponding weeks last year. The marked 
gains in deposits and cash are attributed to 
the heavy flow of funds from the interior. 

Trust companies, since the first of the 
year do not show such marked exchanges, 
except that deposits increased $86,698,000 
while loans increased only $2,352,000. Fol- 
lowing are the principal items in the weekly 
statements : 
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Deposits Loans & Inv. Cash 
Feb. 14. $1,171,655,000 $1,026,143,700 $118,855,300 
Feb. 7. 1,154,607,100 1,020,154,700 119,659,100 
Jan, 31. 1,131,010,900 1,012,585,800 117,458,900 
Jan, 24 1,117,737,500 1,018,109,000 119,927,700 
Jan. 17 . 1,098,687,000 1,019,219,800 117,403,900 
Jan, 10 . 1,079,743,900 1,018,485,100 117,338,200 
Jan, 3 . 1,084,757,000 1,023,791,000 118,626,500 


CLEARING HOUSE BANKS (Actual Condition) 
(Including Trust Company Members) 


Net Deposits Loans Cash 
Feb. 14. .$1,917, 637,000 % 033,531,000 $477,612,000 

" 1,915, 270, 000 478,062,000 
Jan, 31 1,932,562,000 481,650,000 
Jan. 24. .. 1,901,237,000 472,251,000 
Jan. 17 .. 1,815,599,000 456,196,000 
Jan. 10...... 1,766,990,000 433,172,000 
Jan. 3.... 1,735,813,000 405,081,000 


Bertram H. Borden and Herbert Parsons 
have been elected directors of the Mortgage 
Bond Company. 


Irving National Promotions 

J. L. Williams and A. E. Van Doren, have 
been added to the staff of officers as assistant 
cashiers. Mr. Williams has been one of the 
outside representatives of the Irving for the 
past few years, coming from the South Side 
Bank of Wilkes-Barre, Pa., where he acted 
as cashier from 1908 to 1911. During the 
two years previous to this he was in the 
auditing department of the Pacific Mail 
Steamship Company, visiting various: ports 
in China and Japan. He began his business 
career in 1900 as a runner with the Wyoming 
Valley Trust Company of Wilkes-Barre. Mr. 
Van Doren has been with the Irving ever 
since he left the Jersey City High School 
eleven years ago. He is. at present manager 
of the credit department. 


Restoration of Confidence 

The Fourth National Bank of New York 
in its February monthly review letter says: 

“The world-wide lowering of interest rates 
within the last two weeks has been one of 
the most striking money market develop- 
ments of recent years. It testifies not only 
to the exceptionally strong banking position 
in many of the European capitals where a 
year ago real tension existed, but. it shows, 
also, that the strain upon credit is much less 
acute than it was and that there is no longer 
uneasiness over the possibility of serious po- 
litical complications abroad which only a 
few months ago, was an important factor in 
unsettling the minds of investors on the 
other side. The rather extraordinary de- 
mand for high-grade investment securities at 
New York and London especially, also re- 
fiects definite restoration of confidence.” 


Stuart H. Patterson, who is associated 
with the Guaranty Trust Company, has been 
elected a director of the International Steam 
Pump Company. 
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CHARTERED 1864 


UNION TRUST COMPANY 


COMPANIES 


OF NEW YORK 
Main Office, 80 Broadway 


Fifth Avenue Branch, 425 Fifth Ave., Cor. 38th St. 





Modern Safe Deposit Vaults at both Branches 





OFFICERS 


Plaza Branch, 786 Fifth Ave., Cor 60th St. 


EDWIN G. MERRILL, President 


JOHN V. B. THAYER, Vice-President 
JOHN Y. G. WALKER, Vice-President 


CAKKOLL GC. KAWLINGS, Vice-Pres’t & Trust Officer 
HENRY M. vOPHAM, Vice-President 


HENRY M. MY«ICK, Secretary 
T. W. HARTSHORNE, Asst’ Secretary 
BENJAMIN A. MORTON, Ass't Trust Officer 


W. McMASTER MILLS. Vice-President 
Plaza Branch, Fifth Avenue and 69th Street 


W. EMLEN ROOSEVELT 
AUGUSTUS W. KELLEY 


WILLIAM WOODWARD 





TRUSTEES 


JOHN V. B. THAYER 
WALTER P. BLISS 
FREDERICK de P. FOSTER 
JAMES GORE KING 
EDWIN G. MERRILL 

M. ORME WILSON 


CAPITAL, $3,000,000 _ SURPLUS (Earned), $5,300,000 


Acts as. Executor, Guardian, Trustee, &c 


CHAKLES W. PAKSON, Ass’t Secretary 
5th Ave. Branch, Fifth Avenue and 38th Street 


V. EVERIT MACY 
W. H. NICHOLS, Jr. 
FRANK TRUMBULL 
ERNEST ISELIN 
RICHARD DELAFIELD 
FRANCIS M. WELD 





Administers ‘‘ Institutional’’ and Other 


Fiduciary Trusts. Receives Securities for Safe Keeping and Collection of Income. 


Business and Banking Situation 

It is the prevailing impression in Wall 
Street that continued improvement in busi- 
ness and especially in industrial branches de- 
pends largely upon the determination of the 
anti-trust policies at Washington and the 
successful inauguration of the Federal Re- 
serve banking system. So much power is 
vested in the Federal. Reserve Board under 
the new act that the character of the men 
to be selected by President Wilson as mem- 
bers is of great importance. The names of 
some of the most distinguished bankers have 
been mentioned in connection with these ap- 
pointments but it must be borne in mind that 
the Federal Reserve Act provides for only 
two appointed members with financial or 
banking experience. It was clearly brought 
cut during the committee hearings that it is 
the design of the administration to avoid a 
preponderance of bank representatives or 
bankers on the Federal Reserve Board. 

There are such great possibilities. for in- 
flicting serious injury upon corporations en- 
gaged in inter-state trade by the enforce- 
ment of some of the proposed anti-trust bills 
that the disposition of “big business” will 
be along conservative lines. until it is clearly 
known how far the restrictions will go. In 


ALLOWS INTEREST ON DEPOSITS 





view of these uncertainties it seems too early 
to predict the “boom” which some opti- 
mists attribute to developments since the be- 
ginning of the year: At the same time it is 
little short of astonishing that conditions in 
the business investment and financial world 
have changed to such a marked degree: since 
January 1. For example we find that fifty 
standard stocks averaged an advance of 
from five to six points during the month of 
January; that forty of the leading bonds ad- 
vanced an average from 86.40 to 89.24. In 
the money market the change was still more 
pronounced. The. rate for renewals on call 
money was 134 per cent: om January 31 as 
against 6° per cent. on December’ 31, 1913; 
the rate for four months was.3 to 3% per 
cent. as against 4% to 5 per cent. one month 
previous, for sixty days 2% to 234 per cent. 
as against 4% to 5 per cent. and for six 
months 3% to 3% as against 4% to 5 per 
cent. During the second week in February 
the call rate for money was 4 to 2 per cent., 
the rate for sixty days from 2% to 3 per 
cent., nmety days from 234 to 3° per cent. 
In Chicago, Philadelphia, Boston, St. 
Louis and other large centers the money 
rates also reflected the demand. for commer- 
cial paper at low rates. 
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Lawyers Title Insurance & Trust Company 


Member of The New York Clearing House Association 


160 Broadway, New York 





188 Montague St., Brooklyn 


RECEIVES DEPOSITS subject to check or on certificate, allowing interest thereon. 
Depository for moneys paid into Court and for money of bankrupt estates. 


LENDS ON APPROVED STOCKS and Corporation Bonds as collateral. 
ACTS AS TRUSTEE, Guardian, Executor, Administrator, Assignee, or Receiver, 


Transfer Agent or Registrar of Stocks of Corporations. 


Securities. 


Takes Charge of Personal 


SELLS FIRST MORTGAGES, straight or guaranteed, as to principal and interest and 


guaranteed mortgage certificates from $50.00 up. 


OFFICERS 


EDWIN W. COGGESHALL, Chairman of the Board 


LOUIS V. BRIGHT, President 

THORWALD STALLKNECHT, Vice-President 
HERBERT E. JACKSON, V. Pres. & Gen. Mgr. 
LEWIS H. LOSEE, Vice-President 
ARCHIBALD FORBES, Treasurer 

WALTER N. VAIL, Secretary 


U. CONDIT VARICK, Asst. Treasurer 
ROBERT I. SMYTH, Asst. Treasurer 
FREDERICK D. REED, Asst. Secretary 
GEORGE F. PARMELEE, Asst. Secretary 
WILLIAM F. BAECK, Asst. Gen. Mer. 
JAMES A. McCORMICK, Asst. Gen. Mer 


EXECUTIVE COMMITTEE 
EDWIN W. COGGESHALL, Chairman 


LUCIUS H. BEERS 
LOUIS V. BRIGHT 
GEORGE F. BUTTERWORTH 


WILLIAM P. DIXON 
JULIAN D. FAIRCHILD 
HENRY GOLDMAN 


PHILIP LEHMAN 
JAMES N. WALLACE 
ALBERT H. WIGGIN 











Absorption of National Reserve Bank by 
Mutual Alliance Trust Company 

The plans for the absorption of the busi- 
ness of the National Reserve Bank by the 
Mutual Alliance Trust Company located at 
35 Wall Street, have been completed. The 
National Reserve Bank has been liquidated, 
the shareholders receiving payment of full 
book value and a substantial bonus for good 
will, The National Reserve had deposits of 
$4,352,000 and the Mutual Alliance on Janu- 
ary I, reported deposits of $8,488,000, thus 
giving the combined institution deposits of 
approximately $12,000,000. The Mutual Al- 
liance will conduct for a time a branch office 
in the former quarters of the National Re- 
serve in the City Investing building. 

At a special meeting of the board of di- 
rectors of the Mutual Alliance Trust Com- 
pany the following officers were elected: 
James H. Parker, formerly chairman of the 
board, and a director of the National Re- 
serve Bank, was elected president and E. E. 
Jordon, Frank V. Baldwin and Robert B. 
Minis, cashier of the National. Reserve Bank, 
were elected vice-presidents, and F. H. 
Hornby was chosen as secretary. Erskine 
Hewitt, formerly chairman of the National 
Reserve -Bank board, William O. Allison, 





its president, E. A. Fisher and Frank V. 
Baldwin were elected directors to fill va- 
cancies. H. A. Clinkunbroomer and F. B. 
French were continued as treasurer and 
assistant secretary, respectively. 

Dr. Parker was formerly vice-president of 
the National Park Bank, and was president 
of the United States National until it was 
absorbed by the Western National, which 
was a{.:rward consolidated with the Na- 
tional Bank of Commerce, of which he is 
now a director. He also served three years 
as president of the Cotton Exchange. 

At the annual meeting of the Mutual Alli- 
ance Trust Company the following directors 
were elected to fill. vacancies: S. Stanwood 
Menken, C. Norie Miller, G. Osgood An- 
drews, T. T. Wells and Wilbur L. Ball. 





Reserve accounts have been opened with 
the Irving National Bank by the Swedish- 
American National Bank of Jamestown, 
N. Y., the First National Bank of Perry, 
Okla., and the Safety Fund National Bank, 
Fitchburg, Mass. 

Edgar M. Cullen, retired Chief Justice of 
the Court of Appeais, has been elected a 
director of the Brooklyn Trust Company, to 
succeed the late H. Elmer Gibb. 
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TRUST COMPANIES 


BROADWAY ‘TRUST COMPANY 


WOOLWORTH BUILDING 


EIGHTH STREET OFFICE 
Broadway and Eighth Street 


FLATBUSH OFFICE 
839 Flatbush Avenue, Brooklyn 


NEW YORK CITY 


ETNA OFFICE 
West Broadway and Chambers St. 


NEW UTRECHT OFFICE 


New Utrecht Avenue and 54th Street, Brooklyn 


CAPITAL AND SURPLUS, $2,250,000 
Member New York Clearing House Association 


OFFICERS 


FREDERIC G. J . ‘ > ‘ President 
M. M. BELDIN 4 Vice-President 
THEODORE F. WHITMARSH : Vice-President 
WILLIAM GAMB ; Vice-President 
é ‘ Vice-President 

BERGEN . A ; Secretary 

WILLIAMS :. ‘ Treasurer 


FRANKLIN SCHENCK . ‘ Ass’t Secretary 


Ls | = UIMBY ‘ ; Ass’t Secretary 
. GENTES ‘ : Ass’t Secretary 
Sonn Nt EGOLE > ; Ass’t Secretary 
FRED A. LIPPOLD. 5 Ass’t Secretary 
LEONARD F. MAYR , ‘ Ass’t Secretary 
GEORGE W. BERRY i 
ARTHUR P. SMITH . 
WILLIAM F. FITZSIMMONS : 


DIRECTORS 


F. A. M. BURRELL 

M. M. BELDING 

M. M. BELDIN 

EUGENE S. BENJAMIN 


GERRY 
WM. C. BREED WALTER M. GLADDING 
JAMES CLARKE W. O. JONES 
JAMES COCHRAN FREDERIC G. LEE 
WARREN CRUIKSHANK JOHN Z. LOTT 





Pundiianel pienatiaiiiie of Stockholders 


The New York Chamber of Commerce 
acted wisely in withholding its endorsement 
for the plan proposed by H. A. Sheftel of 
J. S. Bache & Co. for the organization of a 
National association of corporation stock- 
holders. While the purpose of this plan to 
bring the many thousands of shareholders 
together for the purpose of mutual protec- 
tion and resist encroachments through legis- 
lation or otherwise, might have some merit, 
it is doubtful if such an association would be 
effective in that direction. It would necessa- 
rily become embroiled in politics and create 
an unwholesome division which is contrary 
to the spirit of the day. 


The Woolworth Building Safe Deposit 
Company has been incorporated, with a capi- 
tal of $100,000. The directors who have been 
chosen to serve for the first fiscal year are: 
Frank W. Woolworth, Frederick G. Lee, 
Franklyn L. Hutton, Lathrop C. Haynes, 
Rollin P. Grant, Hubert T. Parson and 
Charles E. F. McCann. 


The Fourth National Bank of New York 
has been approved reserve agent for the Na- 
tional Bank of Commerce, St. Paul, Minn. 


CHARLES E. FINLAY 
WILLIAM GAMBLE 


ADAM K. LUKE 

EDWIN P. MAYNARD 
JAMES E. NICHOLS 
LEWIS E. PIERSON 
WALTER SCOTT 

THEO. aS AB ot MARSH 
FRAN WOOLWORTH 
P. B. WORRA LL 





The Seaboard National Bank has been ap- 
proved reserve agent for the Farmers & 
Merchants National Bank, Nocona, Tex. 


The Merchants & Planters National Bank 
of Mt. Vernon, Tex., the Anglo and London- 
Paris National Bank of San Francisco, Cal., 
and the First National Bank of Cle Elum, 
Wash., have opened reserve accounts with 
the National Park Bank. 


A reserve account has been opened with 
the American-Exchange National by the 
Progressive National Bank of Summit, Miss. 





Special Banking Service 


Bankers who issue their own foreign drafts 
through us or handle K. N. & K. Letters of 
Credit and Travelers’ Checks, wiil find it ad- 
vantageous to open an account on our books. 


Such an account is subject to check, and on 
daily balances of more than $1,000, interest is 
allowed at current rates. 


Knauth* Nachod & Kubne 


INTERNATIONAL BANKERS 
New York - Leipzig 
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NEW YORK TRUST COMPANIES 


Surplus 
and Profits 
Dee. 9, 1913 
$1,152,700 
14,462,900 
7,700 14,420,500 150 160 


Aggregate 

Deposits 
Dec. 9, 1913 Bid Ask 
$20,667,500 355 370 
129 848,600 460 475 


3,659,400 2¢ 460 490 


17, 817, 600 
285,600 


7, 153, 700 440 
11,500 ian 85 


1030 
140 
450 


1015 
130 


1,598,800 310 
10,318,000 440 


Hamilton 

Home Trust Co 

Hudson Trust... . 

Kings County 

Lawyers’ Title Ins. & Trust.... 


Metropolitan ag 
Mutual Alliance. .... 
Nassau 

N. Y. Life Ins. & Trust.. 
New York Trust Co... 


Queen’s County.... 

Title Guarantee & Trust 

Transatlantic Trust 

Union. ee en 

U. S. Mtge. & Trust........... t 

pe Ee ae 2,000,000 
Corrected by L. A. Norton, 25 Broad St. 


1125 
220 
250 
300 
590 
285 
110 


17,094,400 
8,344,600 
5,831,900 
32,582,000 
37,535,400 
19,037,500 
1,919,000 
26,921,800 445 
2,649,300 ... at 
55,256,400 370 = 380 
40,459,400 425 
54,882,400 100 1040 1060 


* Not including extra divide nd. 





New York Brevities 

Harris, Forbes & Co. have purchased $10,- 
000,000 Utah Power and Light Company first 
mortgage 5 per cent. bonds running 30 years. 
The Utah Company serves an extensive terri- 
tory in Utah and Southeastern Idaho and an 
important section of Colorado. 

The system of making call loans to stock 
exchange firms, heretofore observed by the 
National City Bank, has been discontinued. 
Stock exchange firms will be required to 
deposit collateral for all “day loans.” 

The Governor of California has designated 
the Bankers Trust Company fiscal agent, 
under a law passed during the Summer of 
1913, which provides for the appointment of 
a New York fiscal representative. 

With the designation of over one hundred 
banks and trust companies as city deposi- 
tories the interest rate on New York City 
funds was raised to 2% per cent. 

A. Ludlow Kramer has resigned as vice- 
president of the Equitable Trust Company to 
accept the presidency of the Electric Prop- 
erties Corporation. 

At the annual meeting of the Fidelity 
Trust Company Charles E. Rushmore was 
elected a director in the place of Gerish 
Milliken. Other directors were re-elected. 


A committee consisting of Alvin W. 
Krech, Edmund Seymour, Edwin J. Emmons 
and J. Everton Ramsey has been formed to 
protect the interests of holders of first re- 
funding gold bonds of the Idaho-Oregon 
Light and Power Company. The Equitable 
Trust Company has been selected as deposi- 
tory for the bonds. 

At the annual meeting of the board of di- 
rectors of the Guaranty Trust Company, 
the following directors were re-elected to 
serve for three years: Edward J. Berwind, 
George J. Gould, Walter S. Johnston, Augus- 
tus D. Juilliard, Thomas W. Lamont, Wil- 
liam C. Lane, Charles A. Peabody, Daniel G. 
Reid, John D. Ryan, Albert H. Wiggin. 


‘* The Passport to Comfortable Travel ”’ 


Under this title, Knauth Nachod & Kuhne 
of New York have put out an attractive 
booklet describing their system for supply- 
ing convenient funds for travelers. K. N. 
& K. Letters of Credit and Travelers’ Checks 
are well known throughout the world, hav- 
ing been in use for several decades. A copy 
of this booklet will be sent to any of our 
readers who apply to Knauth, Nachod & 
Kuhne, 15 William Street, New York. 
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Philadelphia 


Special Correspondence 


Inauguration of the New Federal 
Reserve System 


It is highly interesting to note that as the 
time draws nearer for the actual organiza- 
tion of regional banks the new Federal Re- 
serve system continues to grow in favor 
among bankers of this city. The statisti- 
cians of various leading banks have figured 
out for their respective institutions the per- 
centages or ultimate losses and gains under 
the new plan, which, of course, are largely 
conjectural. But the conclusion generally ar- 
rived at is that the earning capacities of Na- 
tional banks will be enhanced under the op- 
eration of the Federal Reserve system. 
There has been a heavy volume of corre- 
spondence between the National banks and 
out-of-town National banks for whom they 
act as reserve agents. This exchange of 
views indicates clearly that the out-of-town 
institutions which enter the Federal system 
will continue to maintain a substantial pro- 
portion of their balances in Philadelphia 
National banks. The belief is that these 
balances, to meet exchanges and drafts, will 
be increased as the 
out more smoothly. 

Most of the large National banks here 
have also advised out-of-town trust com- 
panies and State banks, whose balances they 
hold, that they will be accommodated as here- 
tofore if they elect to remain outside of the 
National system. In fact, there is keen 
competition going on for accounts of trust 
companies and State banks which prefer to 
rely upon member banks of the Federal Re- 
serve system for accommodation. There is 
no other prohibition in the Reserve Act as 
to the accommodation which member banks 
may extend to non-member State banks or 
trust companies, except that they may not 
accept for rediscount in the regional banks, 
the paper of non-member institutions bear- 
ing their endorsements. The member banks, 
however, will have a large proportion of 
their resources in such form as to provide 
fully for the requirements of non-member 
correspondents, either in time of ease or 
financial stringency. The advices received 
from State banks and trust companies also 
indicates that, aside from National banks 
which are compelled to join or relinquish 
their Federal charters, there is no general 
movement to join. It is also understood that 
the prevailing sentiment among Treasury of- 
ficials in Washington is that the Federal Re- 


reserve system works 


serve Board will interpret liberally the pro- 
visions of the Act so that member banks 
may afford suitable accommodation to non- 
member State banks and trust companies. 
The reason for this atttitude is that if State 
banks and trust companies should generally 
subscribe for regional bank stock the ques- 
tion of earning the necessary dividends may 
become a serious problem and that it would 
be physically impossible for the Federal au- 
thorities to supervise and examine the 28,000 
banking institutions in this country. 


Philadelphia as a Regional Bank Center 


Although no authoritive information has 
been received the opinion is quite general, 
as a result of the hearing conducted by the 
McAdoo Committee, that Philadelphia will 
secure one of the regional banks to be es- 
tablished under the Federal Reserve System. 
President L. L. Rue of the Philadelphia’ Na- 
tional Bank submitted a map to the Regional 
Bank Organization Committee showing 
Philadelphia as the logical center of a dis- 
trict which embraces Pennsylvania, New 
Jersey, Delaware, Maryland, Virginia, North 
Carolina and the eastern third of West Vir- 
ginia. In regard to the centralization of the 
eastern section in New York Mr. Rue stated 
that foreign bankers will not look to any one 
bank but to the strength of the entire system. 

Unofficial advices are to effect that the 
Organization Committee proposes to divide 
the “eastern section,” into three regional re- 
serve districts in order to prevent excessive 
concentration in New York. The plan is to 
establish regional banks in New York, Bos- 
ton and Philadelphia. Although Philadel- 
phia is geographically in close touch with 
New York, it’is pointed out, that this city 
is the center of “financial gravitation” for 
Pennsylvania and adjoining States and that 
the establishment of a third regional bank 
in any other city would be arbitrary to the 
customary course of business. With the es- 
tablishment of a regional bank here the banks 
feel that the financial and banking import- 
ance of this city will be materially advanced 


The Fourth Street National reports re- 
sources of $56,459,817 with deposits of $46,- 
082,000. 

The Franklin National Bank shows total 
resources of $40,128,416: with deposits of 
$35,466,000, 

The Girard National Bank has been ap- 
proved as a reserve agent for the First Na- 
tional Bank of Marysville, Pa. 
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Franklin National Digest of Trade 
Conditions 

To compress within the pages of a monthly 
circular letter a true and comprehensive 
picture of current trade and business. condi- 
tions is somewhat of a feat.. A study of the 
monthly review letter issued by the Franklin 
National Bank of this city and distributed 
gratis among its clients and correspondents 
proves that it is not merely an expression of 
personal opinion but valuable as a reference 
document. In the compilation of this review 
all available sources of reliable trade infor- 
mation are enlisted, including various mer- 
cantile agencies, private statistical bureaus, 
government and other official reports. The 
figures, given from month to month, as to 
bank clearings, railroad earnings, commerce, 
steel trade, building operations, stock ex- 
change operations, etc., are carefully revised. 
Copies of this monthly review will be sent 
free to readers of Trust ComMpANIES Maga- 
zine upon applying to the Franklin National 
Bank. 


Improved Business Conditions 

The question uppermost in the minds of 
our bank and trust company officials is, 
whether the marked improvément in trade 
and ease in money reflect fundamental con- 
ditions or belong to a transitory stage. Cer- 
tain it is that sentiment has improved as to 
the outcome of tariff legislation and the prac- 
ticability of the new currency system. Sur- 
plus reserve reached an unprecedented total 
recently and some of the banks and trust 
companies reported the highest record of 
deposits in their history. The rate for de- 
mand loans has dropped to 4 per cent., the 
lowest figure since September, 1912. The 
abundance of money has stimulated the de- 
mand for commercial paper and broadened 
the investment demand to a marked degree. 
Stock sales on the local exchange were 
472,245 shares for January compared with 
355,133 shares for December. Bond sales 
were the largest for any month since Feb., 
1012. Bank clearings for January were 
$762,336,118, a slight decrease as compared 
with the same month last year. During the 
period covered from February 4, last year to 
January 13, 1914, Philadelphia banks earned 
15.6 per cent. on their capital of $22,055,000 
and 5% per cent. on their capital and sur- 
plus combined. 


The Girard National Bank, in its last re- 
port to the comptroller, showed aggregate 
resources of $52,520,318 and deposits of $4,- 
569,000. 


The Interest .Rate on City Deposits 

A matter of live interest to the local .bank- 
ing fraternity is the proposal of City Coun- 
cils to require an increase from 2 to 2% per 
cent. on city deposits. The city fathers 
maintain that in view of the fact that the 
banks pay 2% per cent. on board of educa- 
tion funds the municipal balances should: be 
accorded the same rates of return. The 
Clearing House appointed a committee 
headed by Levi L. Rue and including among 
its members Mr. C. S. W. Packard, Thomas 
S. Gates, Joseph Moore, Jr., Harry G. Mich- 
ener, Samuel S. Sharp and W. J. Montgom- 
ery, to present the facts to the city councils 
showing that it would be unfair to commer- 
cial customers of the banks to require the 
increased rate. It was pointed out that such 
an increase would be followed by a general 
increase in interest rates which would in- 
crease overhead bank expenses and reduce 
the margin of profits which has not been 
excessive, as shown by tabulations furnished 
the members of the Council. 


Benjamin M. Faires 

The recent death of Benjamin M. Faires, 
vice-president of the Fourth Street National 
Bank, and one of the most highly esteemed 
bankers of this city, caused genuine regret 
among bankers. Mr. Faires was associated 
with the Bank of North America for four- 
teen years and joined the staff of the Fourth 
Street National Bank when it was organized 
in 1886. He became assistant cashier in 1896 
and vice-president in 1901. Mr. Faires was 
not only one of Philadelphia's ablest bankers 
but endeared himself to his associates be- 
cause of his genial personality. 


Annual Meeting Fidelity Trust Company 

The report of the Fidelity Trust Company, 
submitted to stockholders, at the annual 
meeting for the year ended January 31, 
showed net profits of $1,388,512, equal to a 
little over 34 per cent. on the $4,000,000 capi- 
tal compared with 64.24 per cent. earned on 
$2,000,000 capital the previous year. The in- 
creased capital was available for use only a 
portion of the year. The company added $1,- 
000,000 to surplus during the year, making 
that fund $11,000,000, and besides this, it had 
undivided profits on Jan. 31 of $1,316,658. This 
compared with $1,922,075 a year ago. Ru- 
culph Ellis was re-elected president ; William 
P. Gest and J. C. Neff, vice-presidents; 
George H. Kyd, treasurer, and Joseph Mc- 
Morris, secretary. Directors were all re- 
elected. 
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TRUST COMPANIES 
CONDITION OF PHILADELPHIA TRUST COMPANIES 


(Latest Available Statements) 


Authorized 

Capital 

ee lee wecaau $200,000 
Peemoaet Deust Co... . ccc cc ccces 125,000 
Central Trust he FRET RAE 750,000 
oe. Le a eee 200,000 
ESSE ee eee 500,000 


Columbia Av.Sav.Fd.,Safe Dep.T.& T. 500,000 
Commonwealth Title Ins. & Trust .... 1,000,000 


rere 1,000,000 
Continental Equitable Trust......... 1,000,000 
Empire Title & Trust Co............ 500,000 
Excelsior Trust & Saving Fund....... 300,000 
Fairmount Trust Co................ 500,000 
PO ND OD big csc vdecccuctecce 200,000 
Fidelity Trust Co.. . 4,000,000 
Finance Co. of Pennsylv ania, ‘Ist ‘pfd.. . 1,606,000 
Finance Co. of Pennsylvania, 2d pfd... 1,594,000 
First Mortgage Guar. & Trust Co. ... 1,000,000 
Pl Se 250,000 
as 400,000 
German Amer. Title & Trust Co...... 500,000 
Germantown Trust................. 600,000 
Girard Ave. Title & Trust........... 200,000 
 » “. Sears 2,500,000 
Guarantee Trust & Safe Deposit...... 1,000,000 
Haddington Title & Trust Co........ 125,000 
Hamilton Trust Co.........cccecee- 500,000 
Holmesburg Trust Co............... 125,000 
Industrial Trust, Title & Savings..... 500,000 
Integrity Title Ins., Tr. & Safe Dep... 500,000 
Kensington Trust Co................ 200,000 
Land Title & Trust Co.............. 2,000,000 
SRE ES SS SS are 1,000,000 
Manayunk Trust Co................- 250,000 
Market St. Title & Trust Co.......... 250,000 
Merchants’ Union Trust............. 1,000,000 
Mortgage Trust Co. of Pennsylvania.. 500,000 
ge SS Ser 750,000 
yo er 500,000 
North Philadelphia Trust............ 150,000 
Northwestern Trust Co.............. 150,000 
IN TID on cécvepccariesee 150,000 
Penn.Co.for Ins.on Lives & Grant Ann. 2,000,000 
SERRA ee 750,000 
Philadelphia Mtge. & Trust Co....... 1,000,000 


Philadelphia Tr., Safe Dep. & Ins. Co.. 1,000,000 
Provident Life & Trust Co. of Phila.. 1,000,000 


Real Estate Trust Co., Com......... 1,403,500 
Real Estate Trust Co., Pfd.......... 2,783,300 
Real Estate Title Ins. & Trust Co.... 1,000,000 
es a kw esd ove 300,000 
Rittenhouse oy RRs ett gee 250,000 
TN ea o 0a spn wee 150,000 
United Sec. Life | Ins. & Trust Co....... 1,000,000 
Wayne Junction Trust Co........... 160,000 
pS 2 ee eer ree - ee 
West Philadelphia Title & Tr. Co.. 500,000 


Philadelphia Brevities 


The annual report of the Commercial 
Trust Company shows total assets of $14,- 
245,958.82. The capital stock is $1,000,000, 
surplus $2,000,000, undivided profits $55,- 
952.64 and deposits $11,190,006.18. The com- 
pany also has trust funds of $11,154,512.79 
and corporate trusts of $219,165,500. 


Joseph Wayne, Jr., cashier of the Girard 
National Bank, has been elected to the direc- 
torate, filling a vacancy. 


Surplus and 
Undivided Last 
Profits Deposits Par Sale Date 
$141,803 $586,500 100 112% 12-17-13 
9,350 346,604 50 30 2-5-13 
486,667 3,570,858 50 60 9-24-13 
135,286 967,543 50 75 2-4-14 


314,619 1,122,964 50 =100 10-11-11 
512,342 2,319,214 100 175 2-4-14 
1,389,679 5,001,959 100 235% 2-11-14 


2,294,080 10,703,112 100 420 8-6-13 
1,065,201 6,509,703 50 97% ~=—2-11-14 
27,999 309,659 50 2044 8-4-09 
131,970 933,119 50 50 2-4-14 
100,679 918,373 100 110 11-27-12 
66,902 723,605 100 125 5-28-07 


12,317,751 34,158,393 100 60034 2-4-14 


2,157,311 1,260,153 100 115 11-19-13 
2,157,311 1,260,153 100 107 3-19-13 
463,182 1,048,505 100 60 2-10-14 
440,566 2,660,618 50 201 3-19-13 
120,588 1,365,963 50 54 12-17-13 


427,734 2,070,466 50 6101 1-14-14 
917,311 4,954,029 100 273% #£2-11-14 
147,728 839,933 50 70 6-12-12 
9,480,872 36,235,571 100 9013g 2-11-14 
735,801 5,640,232 100 160 1-7-14 
25,574 406,534 100 110 7-8-13 
93,242 1,084,532 50 96 2-11-14 
65,469 368,764 50 55 12-31-12 


1,049,525 5,207,492 50 165 3-19-13 
1,228,351 4,252,644 50 =155 3-27-12 
93,715 1,715,383 50 6044 8-18-10 
4,355,071 9,083,101 100 505% 11-26-13 
335,879 2,192,815 100 125% + #£2-11-14 
215,542 1,521,341 25 59% 10-15-13 
129,142 1,285,966 50 33 11-30-11 
287,953 1,766,360 100 100 3-26-13 
230,031 34,324 25 35 8-6-13 
65,626 545,923 50 404% 12-31-13 
1,809,040 7,308,146 100 450 12-30-13 
180,340 1,776,239 50 =106 2-14-12 
273,223 2,405,628 50 190% 12-10-13 


82,505 615,506 100 130 11-28-11 
5,041,960 22,782,832 100 601 2-4-14 
145,039 1,336,742 50 47 2-10-14 
124,450 21,415 100 15 10-29-13 
4,657,157 10,374,239 100 715 1-21-14 
5,481,598 10,868,205 100 850 2-3-14 


388,922 4,530,063 100 40 1-14-14 
388,922 4,530,063 100 85 1-28-14 
1,357,868 3,849,503 100 300 12-17-13 
148,624 1,117,309 50 60 11-19-13 


69,865 900,341 50 56 11-26-13 
197,578 908,276 100 225 11-20-12 
974,286 1,416,429 100 140 8-14-12 

57,164 528,921 100 12544 = 1-28-14 
834,617 6,658,104 50 §=175 1-28-14 
547,547 2, 917,826 50 «141 1-7-14 


The anntial statement of the Guarantee 
Trust and Safe Deposit Company at the close 
of business January 31, 1914, shows total as- 
sets of $7,534,265.02. The capital stock is $1,- 
000,000; surplus, $600,000; undivided profits, 
$142,294.53; and deposits, $5,786,433.66. The 
company also has trust funds and invest- 
ments of $17,777,934.74. 

Thomas S Gates, president of the Phila- 
delphia Trust, Safe Deposit & Insurance 
Company, as chairman of Group 1 of the 
Pennsylvania Bankers’ Association, presided 
at the recent. annual banquet. 


TRUST COMPANIES 


Boston 


Special Correspondence 


Trust Companies and the Federal 
Reserve System 


In Boston the trust companies as a rule 
occupy a position somewhat analagous to 
State banks of discount in other States, and 
the proposition to secure the benefits to be 
obtained by joining the Federal Reserve 
banking system is therefore, one of import- 
ance. According to unconfirmed newspaper 
reports at least one of the leading trust 
companies is favorably disposed toward ap- 
plying. for membership. The example set 
by this trust company would doubtless have 
its effect-in encouraging some of the other 
local trust companies to join. But so far 
as the trust companies, which are not ac- 
tively in the field for commercial paper, are 
concerned, their attitude will be one of hold- 
ing back until the new system has been more 
clearly demonstrated. The latter trust com- 
panies have little if any of the kind of 
paper which would be available for redis- 
counts with the regional banks. Their man- 
agements are also inclined to the belief that 
it would not be compatible with fiduciary 
policies to extend their functions so as to 
actively enter the commercial banking busi- 
ness. 

There is, of course, considerable interest 
among trust companies as to the constitu- 
tionality of the provision in the Federal Re- 
serve Act which gives the Governing Board 
the power to authorize member banks the 
right to transact trust business if “not in 
contravention to State law.” It is plain that 
the qualifying phrase in this section recog- 
nizes the right of State legislatures to pro- 
hibit National banks or corporations not 
chartered by the State, from doing fiduciary 
business. This phase of the subject has been 
brought to the attention of the legislature 
with a view of securing legislation to pro- 
tect trust companies and trustees in perform- 
ing duties which, it is held, belong pecu- 
liarly to State corporations or individuals 
subject to the laws of the State regulating 
fiduciaries. It is unfortunate that a certain 
legislative element exists which is inclined 
to curtail’ the legitimate activities of trust 
companies rather than to guard them against 
invasion. It would doubtless be the part 
of wisdom for the legislature of Massachu- 
setts to go slow in the matter of paving the 
way for competition in trust business from 
corporations not subject to State regulations, 


American 
Trust Company 


50 State Street BOSTON 


Chartered 1881 


Capital - - $1,000,000. 


Surplus (earned) over 2,300,000. 
Total Resources - 19,000,000. 


ACCOUNTS INVITED 


BUNKER HILL BRANCH—City Square, Charlestown. 


at least, until the constitutionality of such 
enabling provision is decided by the courts. 

Here in Massachusetts trust companies 
have been unduly handicapped in securing 
fiduciary business, because of the relative 
immunity from tax obligations enjoyed by 
individual trustees and executors and a lack 
of legislative encouragement such as legis- 
latures in other States have unhesitatingly 
bestowed. The competition for trust busi- 
ness by National banks would not be a seri- 
ous matter to the well-equipped trust com- 
panies of Boston but would render rivalry, 
perhaps, more keen in the smaller communi- 
ties. The public, moreover, is becoming 
more appreciative of the fact that trust prop- 
erty or funds in the care of a corporate 
trustee or executor, are more economically 
and safely handled than by individuals. This 
has been reflected in the steady increase in 


trust appointments reported by trust com- 
panies, 


During the past three months Boston sav- 
ings banks have increased their deposits, $2,- 
254,000, making the total $276,000,000. 

Joseph P. Kennedy has been elected -presi- 
dent of the Columbia Trust Company, suc- 
ceeding Frank C. Wood, retired. 
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172 TRUST COMPANIES 


An-Important Trust Company Merger 

The recent announcement of the merger of 
the International Trust Company and the 
Lincoln Trust Company also involves a 
change in executive management. The Inter- 
national Trust Company takes over the busi- 
ness. of the Lincoln Trust Company which 
becomes a branch of the former. John M. 
Graham, who has been president of the In- 
ternational for over thirty years, retires 
from that office, but remains a director. The 
active executive management of the company 
will be in the hands of Charles G. Ban- 
croft, who was president of the Lincoln 
Trust Company, as. president of the consoli- 
dated institution. Henry L. Jewett, who has 
been secretary and treasurer of the Interna- 
tional for many years, has been elected vice- 
president. Clifford B. Whitney, formerly 
treasurer of the Lincoln becomes treasurer 
of the International. 

The capital of the International Trust 
Company under the merger will be $1,000,000 
and the surplus $1,000,000. Inasmuch as the 
surplus of the International, prior to the 
merger, amounted to $1,000,000 it is provided 
that assets representing the surplus in addi- 
tion to $1,000,000 will be transferred to trus- 
tees to be managed and disposed of for the 
benefit of the present shareholders. In an 
official announcement it is stated that inter- 
ests associated with the First National Bank 
of Boston have effected an agreement be- 
tween the representatives of the two trust 
companies for a basis of merger. The as- 
sets of the combined company will be -ap- 
proximately $14,000,000. The interests of 
the Lincoln Trust Company are represented 
by thirteen of the twenty-one directors of 
the International Trust Company. The Lin- 
coln was organized in 1909 and had resources 
of $2,200,000 at the time of merger. 

At the last annual meeting of the Old 
Colony Trust Company the directors were 
re-elected for the ensuing year with the ex- 
ception of Charles S. Mellen and B. F. Che- 
ney, who retired. W. Cameron Forbes, for- 
mer Governor-General of the Philippines, 
was added to the board. The stockholders 
also authorized the directors to take neces- 
sary~steps at any time it may be deemed ad- 
visable to accept the terms and provisions 
of the new Federal Reserve Act in behalf 
of the Old Colony Trust Company. 

At the recent annual meeting of the Lib- 
etty Trust Company the president, Mr. 
George B. Wason, was elected chairman of 
the board of directors. 
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LIBERTY TRUST CO. 


BOSTON, MASS 
OPENED FOR BUSINESS, SEPTEMBER 10, 1907 


STATEMENT OCT. 21, 1913 
CAPITAL, $200,000 DEPOSITS, $3,400,000 
SURPLUS and UNDIVIDED PROFITS, $244,000 

OFFICERS 
GEO. B. WASON, President 
MELVIN O. ADAMS, Vice-Pres. 
ALLAN H. STURGES, Vice-Pres. and Treas. 
WM. H. SUMNER, Asst. Treas. 
J. HENRY MILEY, Asst. Treas. 
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Liability of Trust Company Stockholders 

On an appeal made in connection with the 
assessment of stockholders of the failed 
Taunton Safe Deposit & Trust Company, the 
Supreme Court has rendered a decision re- 
garding liability of trust company stockhold- 
ers. The Supreme Court in this case de- 
cided two things. First, that one stockholder 
is not liable to contribute a sum to make up 
what another stockholder cannot contribute 
because of insolvency or otherwise; each 
stockholder being liable simply for his share 
without reference to the ability of any others 
to pay. Second, that the expenses of a re- 
ceivership are not debts, contracts and en- 
gagements of the trust company, and so can- 
not be included in the amount which is to 
be raised from the stockholders. 


Marked Gains Reported by Trust 
Companies 

The reports of condition made by Boston 
trust companies in response to the recent call 
of January 13, show substantial gains. The 
American Trust Company reports total as- 
sets of $17,603,080 and deposits of $14,268,- 
283; Boston Safe Deposit & Trust Company 
assets of $17,808,246 and deposits of $13. 
087,081; Beacon Trust Company assets of 
$12,216,895 and deposits of $10,812,991 ; Com- 
monwealth Trust Company assets of $15,- 
305,804 with deposits of $13,397,088; Dor- 
chester Trust Company assets of $1,718,901 
and deposits of $1,440,630 with savings de- 
partment assets of $1,250,042; Federal Trust 
Company assets of $8,414,765 and deposits ‘of 
$7,000,802; Liberty Trust Company assets of 
$4,184,378 and deposits of $3,681,795; New 
England Trust Company assets’ of $23,010,- 
053 and deposits of $18,889,000; Old Colony 
Trust Company assets of $85,366,524, de- 
posits of $69,638,356, and savings department 
assets of $1,980,353; State Street Trust Com- 
pany assets of $10,152,035 and deposits of 
$16,585,000. 


TRUST COMPANIES 


Increased Popularity of Trust Companies 


Considerable speculation has been indulged 
in as to whether the decided movement in 
favor of new trust company organizations 
would continue in view of the enactment of 
the new Federal Reserve system. The query 
may be answered in the affirmative, judging 
from the continued requests for new trust 
company charters. The officer of one of the 
leading trust companies states that under the 
new system trust companies will be in posi- 
tion to increase their earning capacity even 
if they do not become members. 

Application was made recently for the in- 
corporation of the Tremont Trust Company 
to be capitalized at $200,000. Hearings have 
been held by the Board of Bank Incorpora- 
tion and it is expected that the incorporators 
will comply with requirements. The granting 
of this petition will increase the number of 
trust companies in Boston to 28. Several 
applications for trust company charters have 
also been recently filed to be located in cities 
where there is active demand for trust com- 
pany facilities. 


The Boston Safe Deposit & Trust Com- 
pany has filed a petition for authority to in- 
crease its authorized capital stock from $1,- 
000,000 to $3,000,000. This action is under- 
stood to have reference to any future de- 
cision to increase capital and does not neces- 
sarily imply an immediate issuance of new 
stock. 


A Southern Institution at the 
“Gateway of the South” 


Through our direct connections we 
have exceptional facilities for render- 
ing the best Transit Service to our 
Customers and we want your business 


Correspondence Invited 


The Equitable Mortgage 
& Trust Co. 


Equitable Bldg., BALTIMORE, MD. 


Capital $750,500 Scrplus $187,625 
Resources over $3,000,000 


JOHN R. BLAND HUGH L. POPE 
President Treasurer 
ROBERT S. MOONEY  S. TAGART STEELE 
Vice-President Secretary 
EUGENE PENNINGTON 
Asst. Sec’y & Treas. 


The new Massachusetts Trust Company 
opened for business in Boston recently, and 
received more than $1,000,000 in deposits in 
the first few days of business... Edgar R. 
Champlin is president. 


CONDITION OF BOSTON TRUST COMPANIES 


(Latest available statements) 


Capital 
American. . 
Bay State.. 
Beacon 
Boston Safe Deposit 
Charlestown 
Columbia...... 
Commonwealth 
Cosmopolitan 
Dorchester. . . 
Exchange... 


Hamilton... 
International 
Liberty 
Market........ 
Mattapan. . 
New England 
Old Colony. 
Paul Revere 
Puritan. ... 
State Street 
United States..... 


Surplus and 

Undivided Book 
Profits Deposits Value 

$2,334,796 $14,268,283 333 

678,001 7,165,057 235 

795,527 10,813,097 232 

2,827,765 13,987,081 382 

36,321 668,128 121 

40,606 579,834 140 

888,716 13,397,088 188 

1,696,853 152 

135 

158 

141 

121 

170 

510 

226 

182 

247 

392 

258 

1,418,959 119 

2,903,431 200 

16,585,009 255 

5,378,634 569 


* Stock can only be bought and sold through Board of Directors. 
Corrected by E. V. Henderson, 35 Congress St., Boston, Mass. 
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TRUST COMPANIES 


Chicago 


Special Correspondence 


Relative Importance of Proposed New York 
and Chicago Reserve Banks 


Some interesting views are entertained by 
bankers as to what will be the relative im- 
portance or size of the regional reserve 
banks which doubtless will be established in 
New York and Chicago. Some of the 
prominent Chicago bankers frankly voiced 
their hopes and aspirations as to the district 
which the Chicago bank should cover at the 
recent local hearings conducted by the Fed- 
eral Reserve Organization Committee. Sta- 
tistics produced by Mr. George M. Reynolds, 
president of the Continental and Commer- 
cial National Bank, accorded to New York a 
National bank subscription of $28,700,000 
capital, Chicago $24,000,000, Boston $11,000,- 
000, St. Louis $11,000,000, New Orleans 
$5,000,000, Denver $2,000,000, Seattle $2,400,- 
ooo, and San Francisco, $5,400,000. As for 
the territory which the Chicago bank would 
serve the arguments were strong in favor 
of including Illinois, Indiana, a portion of 
Ohio, the northern section of Kentucky, 
Michigan, Wisconsin, Ohio and a section of 
northern Missouri. Secretary McAdoo’s 


line of inquiry indicated that the organiza- 


tion board favored the establishment of a 
branch bank either at St. Paul or Minneapo- 
lis. It was stated that the Chicago bank 
might also include Minnesota, the Dakotas 
and Nebraska in case no bank is established 
in the Twin Cities. 

At first blush it would seem that our Chi- 
cago bankers are not over-modest in regard 
to the extent of territory which the local re- 
serve bank should take under its wings. But 
it would not be surprising if the Chicago dis- 
trict should cover most of the area men- 
tioned inasmuch as there seemed to be a 
strong sentiment expressed by delegations 
from out of town which favored the attitude 
of Chicago bankers. Some forceful argu- 
ments were presented by these delegations 
to the effect that the natural course of their 
business was toward Chicago because of the 
centering of railroad facilities in Chicago 
and existing credit and banking relations. 
It was remarked by witnesses who attended 
both the New York and Chicago hearings 
that the attitude expressed by the members 
of the organization committee, which might 
be inferred between the lines of their inter- 
rogations, that there was no evident desire 
to curtail the natural prestige of the Chi- 
cago bank. The impression gained at the 


Chamber of Commerce hearings in New 
York, was that the committee was particu- 
larly inclined to favor arguments which 
would justify them in reducing the New 
York bank district to the smallest possible 
compass. 

There can be no doubt that some of our 
patriotic bankers entertain serious hopes that 
Chicago has serious claims to being a rival 
to New York as the nation’s banking center. 
Such aspirations, of course, are somewhat 
dimmed when we consider New York’s in- 
contestable pre-eminence as the leading com- 
mercial port, as the natural center for the 
transaction of the bulk of foreign exchange, 
and the leading discount market. Perhaps, 
in relative proportion, Chicago banks will 
suffer more severely than New York banks 
in the loss of out-of-town bank balances and 
reserve accounts which must be transferred 
to the regional banks. This is true because 
of the marked increase in volume of country 
bank balances carried by Chicago banks 
since 1907. 


Meeting the Requirements of the New 
Banking System 


Several months ago when local banks were 
heavily loaned up and maintained their legal 
reserves with some difficulty there was 
ground for apprehension that the require- 
ments to be met in connection with the es- 
tablishment of the Federal Reserve system 
would entail serious hardships, causing 
liquidation of loans and contraction of 
credits. This fear seems to have completely 
disappeared in view of the heavy flow of 
funds to this center and the liberal liquida- 
tion of bank loans to country correspondents. 
Contrasted with conditions about six weeks 
ago there is remarkable ease in the money 
market. The ample supplies have produced 
strong demand for commercial paper and 
incidentally has broadened the investment 
demand. But our bankers are not over 
sanguine as indicated by the fact that they 
are keeping their funds as liquid as possible. 
A vast amount of refunding of short-term 
obligations must be taken care of and the 
shifting of reserves from the national banks 
to the reserve banks will call for cautious 
action. It is the general impression how- 
ever, that the change from the old to the 
new banking system will be brought about 
without any widespread disarrangement to 
credit. The banking position throughout the 
Middle West is decidedly strong and busi- 
ness is of fair volume. 
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To What Extent Will State Banks and 
Trust Companies Join ? 


The statement may be safely made that 
if the new Federal Reserve system works 
out as successfully as anticipated by its advo- 
cates that a considerable number of State 
banks and trust companies of this region 
will become members. This was shown by 
the action of stockholders at recent annual 
meetings of State banks and trust companies. 
A number of local trust companies includ- 
ing the Central Trust Company of Illinois 
and State Bank of Chicago, have already 
signified intention to join and have sent in 
applications for stock subscriptions. Others 
are holding off until the membership of the 
Federal Reserve Board is made known and 
the regional districts are defined. The trust 
companies which adhere most closely to so- 
called “odd line” methods are the most reti- 
cent for the reason that their assets are not 
readily available for rediscounts. 

The Attorney General of this State, in re- 
sponse to an inquiry from the Central Trust 
Company of Illinois, has rendered the fol- 
lowing opinion: 

“State banks are expressly authorized to 
do a general banking business and it is 
fundamental in carrying out that business 
that they possess all the powers directly, im- 
mediately and appropriately necessary to 
that end, and I am of the opinion that there 
is no legal barrier against State banks in 
Illinois becoming ‘member banks’ under said 
Federal Reserve act, at least so far as the 
question of subscribing for the capital stock 
of Federal Reserve banks is concerned.” 


The Merchants’ Loan & Trust Company 


There were no changes in directorate or 
official family of the Merchants’ Loan & 
Trust, as a result of the recent annual meet- 
ings. Following are the officers and direc- 
tors: President, Orson Smith; vice-presi- 
dents, E. D. Hulbert, Frank G. Nelson, John 
E. Blunt, Ir.; Cashier, P. C. Peterson. Di- 
rectors, Frank H. Armstrong, E. M. Barton, 
C. A. Burley, H. P. Crowell, W. A. Gardner, 
E. H. Gary, E. D. Hulbert, Chauncey Keep, 
C. H. McCormick, Seymour Morris, J. S. 
Runnels, E. L. Ryerson, John G Shedd, Or- 
son Smith, A. A. Sprague II., and M. J. 
Wentworth. 

Earnings of the Merchants’ Loan for 1913 
were equal to 40.6 per cent. on the $3,000,000 
capital stock, or at the rate of Io per cent. 
on the combined capital and surplus of $0,000. 


Central Trust Company of Illinois 
Provides for Pensions 


A pension plan, which embodies several 
novel features, has been provided by the 
Central Trust Company of Illinois of which 
Charles G. Dawes is president. Of the 270 
employees of the company the plan has been 
accepted by 238, while the remaining 32, 
with five exceptions, are under eighteen 
years of age and therefore not eligible. The 
retirement age is placed at 65 years instead 
of at 60, as under most other systems, and 
in this way a larger pension is possible. An- 
other feature is the fact that all employees 
will not be required to pay the same per- 
centage of their salaries into the fund. These 
payments run from 1.233 per cent. for em- 
ployees 18 years old to 3,907 per cent. for 
employees 50 years old. 

The amount of the pension will be figured 
on the average salary paid during the whole 
term of employment. In case of death the 
plan provides for $1,000 insurance, or a 
pension to surviving heirs. In case an em- 
ployee is discharged or changes his place of 
employment the money paid into the fund 
will be returned, with 3 per cent. interest. 

In a statement authorized by the officials of 
the bank, Henry R. Corbett, originator of 
the plan, outlined the principal features of 
the new pension fund as follows: 

“Several features are embodied in this 
fund which have never been used in any 
similar plan. Life insurance to the amount 
of one year’s salary, but with a maximum 
of $1,000, is provided for all employees. This 
insurance is optional, however, and is paid in 
lieu of all other claims against the pension 
fund. Another new feature is the payment 
of pensions on the average salary paid dur- 
ing the whole term of employment, instead 
oi the salary at retirement. This favors the 
man with the smaller salary, as compared 
with the man with the larger salary, as does 
the provision that no salary shall be re- 
garded as the basis of a pension above the 
limit of $5,000. The actual cost of the pen- 
sion to the employee will vary with the age 
at entrance. Beginning at 18 years of age, a 
boy will pay 1.233 per cent. of his salary each 
month, which, on a salary of $1,200, will 
give him a pension of $840 a year at 65 years. 
In any case, the employee pays only about 
one-third of the actual cost of the pension, 
the best being paid by the bank.” 


The Jefferson Trust & Savings Bank, with 
capital of $50,000 is being organized in Park 
Ridge, Ill. 
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Woman and the Ballot 


Because of the extension of the elective 
franchise or the right of suffrage in various 
States the status of women is steadily as- 
suming larger importance not only in the 
political but also in the business world. The 
question of making particular appeals to the 
eternal feminine has, of course, engaged the 
professional attention of enterprising bank 
or trust company publicity managers for 
some time. But it remained for the publicity 
department of the Chicago Savings Bank 
and Trust Company to grasp opportunity by 
the forelock and turn the popular issue of 
woman suffrage to business advantage. In 
view of the recent enactment in Illinois 
which grants the women of that State partial 
suffrage there has been more or less inquiry 
regarding the offices for which they might 
vote, the procedure necessary to be naturalized 
in case of aliens, how to register, etc. While 
the iron is still hot the Chicago Savings Bank 
and Trust Company comes out with a neat 
little booklet entitled “Woman and the Bal- 
lot” in which all these points are clearly set 
forth by Attorney Robert S. Ilex. 


We must doff our hats to the business 
genius of the publicity manager of the Chi- 
cago Savings Bank and Trust Company, 
whatever opinions we may entertain as to 
the question of extending the ballot to women. 
The offices of the trust company, we are in- 
formed, are besieged by enthusiastic women 
voters. The President of the Political Equal- 
ity League requested the company to send 
one thousand copies of the booklet to each 
of the thirty-five ward chairmen in Chicago, 
and the printing presses are grinding out 
additional copies to meet the demand. 


The Illinois Trust & Savings Bank reports 
under date of Jan. 14, 1914, aggregate re- 
sources of $105,752,762, with demand deposits 
of $28,107,156 and time deposits of $61,732,- 
313. Capital stock is $5,000,000, surplus $10,- 
000,000 and undivided profits $663,044. 


The Central Trust Company, during the 
past year, earned 20 per cent. and had a 
prosperous year on $4,500,000 capital stock. 
On the capital, surplus and undivided profits, 
the return was around 11% per cent. After 
paying dividends and charging off liberally, 
$250,000 was carried to surplus account. 


CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 
Undivided Book 


Capital Profits Deposits Value Bid Asked 


Central Trust Co. ....... 
Chicago Savings Bank & Trust Co. 1, 


$4,500,000 $2,121,716 $37,948,016 147 238 240 
000,000 256,314 7,334,794 126 140 143 


Chicago Title & Trust Co....... 5,000,000 500,000 


Citizens Trust & Savings 


0,000 20,810 610,770 142 205 


Colonial Trust & Savings. .... 1,000,000 496.432 6,830,764 150 168 i171 
*Continental & Commercial Trust & Savings 3,000,000 1,775,785 20,755,747 159 as 


Drovers Trust & Savings...... 
+First Trust & Savings 

Franklin Trust & Savings 
Guarantee Trust & Savings... 
Harris Trust & Savings....... 
tHibernian Banking Association 
Home Bank & Trust Co 

Illinois Trust & Savings 
Kenwood Trust & Savings...... 
Lake View Trust & Savings........ 
La Salle St. Trust & Savings. . 
Market Trust & Savings...... 
Mercantile Trust & Savings. . 
Merchants Loan & Trust Co.. 
Michigan Av. Trust & Savings. 
Mid-City Trust & Savings.... 
Northern Trust Co 
Northwestern Trust & Savings. 
Old Colony Trust & Savings. 
People’s Trust & Savings. ... 
Pullman Trust & Savings... 
Sheridan Trust & Savings... . 
Standard Trust & Savings. . 
State Bank of Chicago 
Stockmen’s Trust & Savings 


250,000 183,359 3.732.860 173 260 


3,713,245 56,445,458 174... 
131,254 1,135,001 144 159 
53,140 643,986 127 145 
2,471,780 19,462,052 265 450 
1,230,803 27,945,369 162 om 
88,393 1,574,216 129 150 
10,663,044 89,839,470 309 475 
116,268 2,220,806 158 180 
113,705 2,148,176 138 174 
302,241 5,589,764 130 100 
32,500 254,236 116 116 
59,820 1,142,966 124 159 
7,353,145 57,491,490 345 435 
73,868 1,321,253 137 130 
126,130 2,954,924 125 209 
2,931,926 32,205,662 293 315 
176,716 4,739,418 171 315 
52,893 598,444 126 109 
241,923 7,180,343 148 290 
4,402,408 196 180 

1,421,737 125 150 

4,701,152 143 156 


500,000 } 24'353.201 287 392 
200,000 1217549 129 145 


Union Trust Co.... oo" * 4,200,000 - 1,701,720 20,782,188 242 310 


West Side Trust & Savings... a ... 400,000 


5,375,923 134 300 


Woodlawn Trust & Savings...... 200,000 1,750,717 160 220 


*Stock owned by Continental & Ccmmercial National Bank. +Stock owned by First National Bank 
tStock owned by Continental & Commercial National Bank. Corrected by F. M. Zeiler & Co., 
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St. Louis 


Special Correspondence 


St. Louis as a Federal Reserve Bank 
Center 


Such a strong and favorable impression 
was made upon the committee on organiza- 
tion of Federal Reserve banks, during the 
recent hearing in this city, that little doubt 
remains as to the selection of St. Louis as 
one of the centers for the establishment of 
a regional reserve bank. It was not alone 
the convincing arguments and facts pre- 
sented by our own bankers but the unani- 
mous testimony of representatives from 
other sections which emphasized the need of 
locating a reserve bank in this city. The 
statistics showed beyond doubt that the flow 
of trade in the entire Southwest has been 
increasingly toward St. Louis, a fact which 
has been brought about by geographical ad- 
vantages, the prestige of our banks as cen- 
tral reserve agencies and furthermore be- 
cause of the intrinsic volume of business de- 
veloped within the limits of this city. Texas 
cotton planters, for example, have been ac- 
customed to depend almost entirely upon St. 
Louis banks to finance their crop move- 
ments. The same is true, to a large degree, 
of cotton planters of Mississippi, Tennessee 
and other southern States. The agricultural 
crops of Kansas, Oklahoma and other con- 
tiguous States have also been largely marked 
through the St. Louis financial institutions. 
Collateral lines of business and of develop- 
ment have been built between this city and 
the Southwestern States as far as the gulf, 
which have had the effect of creating a close 
community of interest. Secretaries McAdoo 
and Houston of the Organization Board left 
this city with the evident conviction that St. 
Louis made the strongest possible presenta- 
tion as to its rightful recognition as a re- 
serve center. This sentiment was expressed 
in an interview with Senator Owen, one of 
the authors of the Federal Reserve Act, in 
passing through here recently. He said: 
“Of course, I cannot say anything about 
what cities will be selected for reserve banks, 
but St. Louis, on account of its commercial 
and banking relationship with the rest of the 
country, is entitled to a bank.” 

To divert the trade and financial relation- 
ships which center in St. Louis to Kansas 
City or any other point would be clearly op- 
posed to the intent of the Federal Reserve 
Act which provides that the ordinary courses 
of business shall be disturbed as little as 
possible. It is typical of St. Louis bankers 


and business men, however, that they 
brought forward their facts in a way which 
left no doubt of their earnest purpose to 
keep our financial prestige inviolate. Al- 
though they rely confidently upon the state- 
ment of facts it cannot be overlooked that 
the Administration at Washington appre- 
ciates the consistent and progressive attitude 
of St. Louis bank and trust company officers 
in connection with the early stages of cur- 
rency legislation. Our bankers have at no 
stage of the proceedings attempted to hinder 
the work of the South and Senate commit- 
tees but have been foremost in tendering 
frank and constructive advice. Many of the 
modifications in the Federal Reserve Act 
which have made it more universally accept- 
able to bankers throughout the country have 
been made because of the forceful arguments 
presented by men like Mr. Festus J. Wade 
and Mr. Breckinridge Jones before the 
Senate committee. 


Business Improvement General in 
Southwest 

Several St. Louis banks and trust com- 
panies have recently conducted extensive 
canvasses as to actual business conditions 
and the outlook in agricultural regions in 
the South and Southwest. The replies have 
been most reassuring. There is a distinct 
tone of improvement which is noticeable 
even in the smallest cross-roads towns where 
merchants are stocking up. Here in St. 
Louis the improvement is reflected not only 
in general trade but by the unprecedented in- 
crease in new savings accounts opened in 
banks and trust companies since the first of 
the year. One trust company recently re- 
ported forty new savings accounts opened in 
one day, and another trust company pre- 
sented figures showing increase in savings 
accounts during the past six weeks five times 
as large as during the same period last year. 
The condensed statement of St. Louis banks 
and trust companies as of Jan. 13 shows total 
deposits of $311,978,000, an increase of $7,- 
134,000 since last October and an increzse of 
cash and exchange of over $7,134,000, The 
aggregate resources of the 1441 National, 
State banks and trust companies of Mis- 
souri amount to $857,964,000, of which 
amount the trust companies and State banks 
report $467,117,000. Money rates are still 
maintained on a firm basis. 
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General Movement to Join Federal 
Reserve System 

It may be of particular interest to trust 
companies generally to learn that the leading 
trust companies of this city have signified 
their intention to become members of the 
Federal Reserve bank system. Stockholders 
of the Mississippi Valley Trust Company, 
Mercantile Trust Company and St. Louis 
Union Trust Company have authorized their 
respective boards to subscribe for stock of 
the reserve banks and to comply with the re- 
quirements exacted of State institutions 
which join. The trust company manage- 
ments take the position that they obtain sub- 
stantial benefits and added facilities by be- 
coming members of the Federal Reserve 
bank system, retaining their identity as State 
institutions. While expressing the convic- 
tion that under this new banking system 
there will be little if any possibility of finan- 
cial panics the advantage of obtaining redis- 
counts in time of monetary stringency are 
such as 10 outweigh any possible drawbacks. 

The National banks of this city will all 
become members. Although no definite 
statements can be made it is the general im- 
pression that the district to be covered by 
the proposed St. Louis bank will embrace 
Missouri Texas, Arkansas, Nebraska, Okla- 
homa, a part of Kentucky, Tennessee, Mis- 
sissippi, Louisiana and the southern portions 
of Illinois and Indiana. Although bank bal- 
ances will be materially cut, the necessity of 
maintaining considerable amount of funds to 
meet exchanges will have the effect of off- 
setting such losses. On the other hand the 
feeling is general that the greater latitude 
of accommodation to borrowers, both large 
and small, under the new system, will give a 
decided stimulus to business as soon as the 
reserve banks are in operation. The ad- 
vantage of opening branch connections in 
South America are also discussed. 


The Mechanics-American National Bank 
in its latest report to the Comptroller of the 
Currency shows capital of $2,000,000; sur- 
plus and undivided profits of $2,731,345 and 
total deposits of $34,524,273. Compared with 
the report of October 21, 1913, the bank 
gained about $1,500,000 in deposits and added 
over $200,000 to its surplus and undivided 
profits. 


Festus J. Wade Re-elected President of 
Clearing House Association 


The St. Louis Clearing House Association 
recently re-elected Festus J. Wade president 
of the association for the year. A. C. F. 
Meyer and W. W. Hoxton were re-elected 
vice-president and manager, respectively. The 
committee of management was elected as 
follows: Walker Hill, chairman; F. O. 
Watts, Geo. T. Riddle, D. B. Seibert and 
A. O. Wilson. The committee of arbitration 
was elected as follows: Breckenridge Jones, 
chairman; F. O. Hicks, G. A. Meyer, Wil- 
liam Maffitt and N. W. McLeod. 


St. Louis Union Promotions 


Thomas H. West, Jr., former secretary 
of the St. Louis Union Trust Company, was 
elected a vice-president of the company at 
the recent annual meeting. Isaac H. Orr was 
made a vice-president in addition to his du- 
ties as trust officer. Byron W. Moser was 
promoted from assistant secretary to secre- 
tary. 

Following the custom of the St. Louis 
Union Trust for the last four years the di- 
rectors declared an extra dividend of 4 per 
cent. upon the $5,000,000 capital stock of the 
company or $200,000. The regular dividends 
of 16 per cent amount to $800,000, so that 
this company is disbursing $1,000,000 a year 
in dividends. 


The other officers of the company were 
re-elected. Three new directors were elected 
to fill vacancies in the board—J. L. Davis, 


W. A. Layman and S. F. Pryor. The stock- 
holders also voted in favor of the resolution 
authorizing the directors of the company to 
make formal application for membership in 
the Federal Reserve system. 

A condensed statement of the condition 
of the St. Louis Union Trust Company at 
the close of business January 13, shows total 
resources of $39,705,903. The company has 
a capital of $5,000,000; surplus and undi- 
vided profits of $6,704,651, and total deposits 
of $27,960,342. 


The publicity department of the Mercantile 
Trust Company has issued an interesting 
pamphlet in which is related an actual case 
of the misapplication of funds intended for 
charitable purposes through the appointment 
of an irresponsible individual as trustee. 
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Annual Meeting of Mercantile National 
Bank 


At the annual meeting of the Mercantile 
National Bank, the directors were re-elected 
with the addition of Mr. Edward Buder, 
cashier, and Judge Richard L. Goode, coun- 
sel. 

The statement of the Mercantile National 
Bank as of Jan. 13, 1914, shows total resources 
of $11,293,808, including $3,148,043 cash and 
sight exchange; $5,520,951 loans; $1,074,197 
bonds and stocks, and $1,275,000 bonds to 
secure U. S. deposits and postal savings de- 
posits. Capital is $1,500,000, surplus $500,000 
including profits $130,286, and deposits $6,- 
438,612. 

The Mercantile Trust Company reports 
under same date aggregate resources of $35,- 
434,031, including $7,840,004 cash and sight 
exchange; $3,448,423 demand loans; $18,146,- 
762 time loans and $8,315,909 bonds and 
stocks. Capital is $3,000,000, surplus and un- 
divided profits $6,883,950, demand deposits, 
$13,568,944 and time deposits $12,026,567. 


St. Louis Brevities 


At the recent annual meeting of the stock 
holders of the Mississippi Valley Trust, St. 
Louis, directors, whose terms expire this 
year, were re-elected for'a term of three 
years. They are: John I. Beggs, James E. 
Brosk, Horatio N. Davis, S. E. Hoffman, 
W. J. McBride, William D. Orthwein, C. E. 
Schaff and Rolla Wells. 

Danie! G. Taylor has been elected presi- 
dent of the Commonwealth Trust Company 
to succeed A. N. Edwards, who retired. Ed- 
ward Hidden, vice-president, also retired. 
W. C. Fordyce, Samuel C. Davis and J. D. 
Dana were re-elected vice-presidents, and 
J. M. Woods, secretary. 


179 


Twenty-Sixth Annual Statement of 
American Real Estate Co. 


A record of twenty-six years of steady 
uninterrupted growth by any financial or 
investment establishment may fairly be ac- 
cepted as proof of correct and conservative 
business management. The American Real 
Estate Company, which has its principal of- 
fices in New York, not only reflects prosper- 
ous condition in its twenty-sixth annual 
statement but demonstrates that such success 
is also compatible with a generous division 
of profits among its clients. This. company 
offers high class bonds, secured by real es- 
tate and income-yielding property. During 
the twenty-six years of its establishment the 
American Real Estate Company has main- 
tained a 6 per cent. return on its bonds. As 
investments these securities have proven safe 
year in and year out despite the fluctuations 
of real estate values, 

The condensed balance sheet of condition 
as of December 31, 1913, shows aggregate 
assets of $17,341,204, which include real es- 
tate, namely land and buildings, $26,000,010, 
less total mortgages thereon of $11,326,710 
and $1,436,919 mortgages owned and $768,- 
267 cash in banks and offices. The liabilities 
include $8,841,658 fully paid 6 per cent cou- 
pon bonds and certificates; $4,819,242 of 6 
per cent. accumulative bonds and certificates 
with installments paid in and interest accrued 
thereon ; capital stock of 7 per cent. $1,000,000 
preferred and $100,000 common stock and 
surplus of $2,147,780. 

The officers of the American Real Estate 
Company, which was founded in 1888, are 
as follows: Edward B. Boynton, president; 
Harold Roberts, vice-president; William B. 
Hinckley, vice-president; Francis H. Sisson, 
secretary; Richard T. Lingley, treasurer; 
Austin L. Babcock, assistant treasurer. 





LATEST STATEMENTS OF ST. LOUIS TRUST COMPANIES 


Surplus and 


Undivided 
Profits 
$173,449 $3,824,061 

2,609,597 


NAME 


American Trust Co................: 
ee OO” ere ee 
Broadway Saving & Trust Co 
Commonwealth Trust Co........... 2 
Farmers’ & Merchants’ Trust Co 
Jefferson-Gravois Trust Co 

— re eae 
Mississippi Valley Trust............ 
Mortgage Trust Co.........-.--++%. 
St. Louis-Union Trust 

Title Guaranty Trust Co............ 
Trust Co. of St. Louis 

West St. Louis Trust Co 


Capital 


6,833,950 25,596,631 
5,358,203 


6,794,652 


Par Book 
Value Div. Value Bid 
117 
204 
172 
105 
164 
126 
328 
279 
126 
235 
210,631 108 
131,503 99 
27,727 471,744 128 


Deposits Asked 


185 
175 
85 
130 
290 
135 
... 410 
71 «(72 
150 %175% 
115 125 


184 
155 
200 
120 
335 
286 
125 


*16 % 
8% 
16% 
912,298 5% 
(Y 


OU 4 
72,228 
97,551 
63,600 
26,002 


825,726 

4,202,940 
733,322 8% 

18% 

16,124,043 

129,495 


Corrected by A. G. Edwards & Sons, 410-412 Olive St., St. Louis, and 1 Wall St., New York. 


* Not including extra dividend. 


+ Dividend discontinued. 
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28th YEAR OF SERVICE 


Mercantile Trust & Deposit Company 


OF BALTIMORE 
Capital, Surplus, and Undivided Profits, $4,733,402 


We invite your correspondence in trust, investment and banking departments, paying 


interest on daily balances. 


We offer our services in any or ali of the capacities properly exercised by Trust Companies, 
and will give the most careful attention and the benefit of our long experience to all matters 


entrusted to our care. 


Mercantile Trust and Deposit Company, 
Baltimore, Md. 


The financial statement issued by the 
Mercantile Trust & Deposit Company of 
Baltimore, affording a review of the past 
year’s growth, is of particular interest. 
It shows an increase in deposits from 
December 31, 1912 to December 31, 1913 
of from $9,132,372 to $11,103,234, amount- 
ing to nearly two million dollars. Be- 
cause of the general depreciation in stock 
and investment values during the past 
year it is noteworthy that the stock and 
bond investments of the company amount- 
ing to $3,502,429 have a market value of 
$3,558,226. Aggregate resources at the be- 
ginning of the present year were $15,803,- 
780, including $7,481,217 loans on approved 
collateral;. $2,458,295 Baltimore City 
stocks and $1,817,125 cash in hand and in 
banks. The capital stock of the Mercan- 
tile Trust and Deposit Company is $1,500,- 
000, surplus $2,700,000, undivided profits 
$489,903 and total deposits $11,103,234. 

This company has been particularly suc- 
cessful in the administration of estates 
and in handling trusts. The trust depart- 
ment reports trust funds of $19,785,803 


Capital 
Baltimore Trust Co 
Colonial Trust Co 
Continental Trust Co 
Equitable Trust Co 
Fidelity Trust Co 
Maryland Trust Co 
Mercantile Trust & Deposit Co 
Munsey Co 
Safe Deposit & Trust Co 
Security Storage & Trust Co 
Title Guarantee & Trust Co 
Union Trust Company 


A. H. S. POST, President 


and a large volume of corporate trusts. 
The officers are: A. H. S. Post, president; 
Wilton Snowden, vice-president; J. R. 
Walker, vice-president; Fred. G. Boyce, 
Jr., vice-president; John McHenry, treas- 
urer; T. H. Fitchett, secretary and assist- 
ant treasurer; C. I. Reynolds, assistant 
secretary. 

A bill to grant National banks fiduciary 
powers in accordance with the provision of 
section 11 of the Federal Reserve Act has 
been unfavorably reported. The objection 
was largely based upon _ constitutional 
grounds and the sentiment in favor of re- 
serving trust powers to State institutions. 


Union Trust and Savings of Spokane, 
Wash., Election. 

The stockholders of the Union Trust & 
Savings Bank of Spokane, Washington, at 
the recent annual meeting elected Frank T. 
McCullough a member of the board of direc- 
tors. This increases the membership of the 
board to twenty-one. The officers elected 
for the ensuing year were: D. W. Twohy, 
president; W. J. C. Wakefield and W. J. 
Kommers, vice-presidents; J. C. Cunning- 
ham, vice-president-manager; W. G. Hall, 
cashier and Frank C. Paine, secretary. 


CONDITION OF BALTIMORE TRUST COMPANIES 
Undivided 
Profits Deposits 


77,000 


1,880,000 


214,000 


1,105,000 
386,000 
3,189,000 
50,000 
2,473,000 
000 


180,000 
177,000 


Revised by Hambleton & Co., Bankers, Baltimore. 
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Pittsburgh 


Special Correspondence 


Conservative View of Recent Trade and 
Business Expansion 


Sentimental ‘factors, produced by legisla- 
tive or political agitation, have exerted such 
a strong influence in the calculations of the 
average business man and banker, that actual 
facts have often been exaggerated. It is 
possible that the remarkable release of 
money, the activity in all commercial and 
especially in industrial lines since the first 
of January, created visions of a real boom 
year. That the relaxation in money condi- 
tions is world wide, that there has been an 

. unexpected increase of orders for steel sup- 
plies and that the percentage of idle labor 
has been considerably reduced, may be read- 
ily granted. But conservative opinion must 
take into consideration the many uncertain 
factors with which the business and espe- 
cially the banking world must contend dur- 
ing the year 1914. We are about to witness 
the introduction of a new and untried cur- 
rency and credit system. The result of the 
radical reversal of tariff policy remains an 
epen question. Despite the reassuring char- 
acter of President Wilson’s anti-trust mes- 
sage it remains to be seen if the bills to be 
enacted by Congress will clarify or cloud the 
business atmosphere. The proposed break- 
ing up of interlocking directorates may cause 
serious confusion and defeat the very pur- 
pose of the administration. Here in Pitts- 
burgh the management of our leading indus- 
tries is more or less closely bound up with 
financial institutions. This has enabled our 
manufacturers to secure the best possible 
banking facilities and loan rates. 

There can be no permanent improvement 
in the steel trade, according to expert local 
judgment, until the Interstate Commerce 
Commission displays a more fair-minded at- 
titude toward railroads. The avalanche of 
orders for finished steel products during 
January was a natural result of the marked 
reaction which characterized the three last 
months of 1913. Toward the close of the 
year supplies were all but exhausted. The 
demand for steel products was also hastened 
by the prospect of early advances in prices. 
While Pittsburgh views the future of the 
steel trade hopefully and expects business to 
expand there is also an under current of 
doubt. More than one-third of the merchant 
blast furnaces which sell their product as 
pig iron and not usually for conversion into 
steel were idle during January. On Febru- 


FIDELITY 
TITLE AND TRUST 
COMPANY 


341-343 Fourth Avenue 
PITTSBURGH, PA. 


Capital, Surplus and Undivided Profits 


$7,750,000.00 


Interest paid on deposits 
Loans on approved collateral 
Acts in all Trust Capacities 
Safe Deposit Boxes for Rent 


ary I the Lackawanna Steel Company was 
operating only one of its seven blast fur- 
naces at Buffalo and the Jones & Laughlin 
Steel Company was operating only one of 


its four Aliquippa furnaces. The reports 
circulated in the lower branch of Congress 
that the steel trade was stagnant and that 
millions of employees were idle doubtless 
were exaggerated. But the army of unem- 
ployed is still sufficiently large to discredit 
the lurid pictures of prosperity painted by 
some of the Administration spokesmen. 


Pittsburgh’s Banking Resources 


Some interesting statistics were presented 
to the Federal Reserve Organization Com- 
mittee in connection with the efforts of local 
bankers to have Pittsburgh designated as a 
reserve bank center. It was shown that 
Pittsburgh bank deposits are the largest per 
capita of ten of the largest cities in the coun- 
try. Deposits of Pittsburgh banks and trust 
companies aggregating $420,048,000 represent 
$786.74 on the per capita basis as compared 
with $595.92 for New York and $467.59 for 
Philadelphia. 
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Cleveland 


Special Correspondence 
Sharing Profits With Depositors 


The sixth annual report of the Ohio De- 
partment of Banks and Banking furnishes 
some interesting figures in regard to the dis- 
tribution of bank and trust company profits 
to depositors in the shape of interest and to 
stockholders as dividends. It shows that the 
512 State banks and trust companies paid a 
total of $13,105,171 in interest to depositors 
during the past year, while the amount paid 
to stockholders in dividends was $3,512,214. 
In other words not less than 49 per cent. of 
the aggregate of 64.7 per cent. gross earn- 
ings on capital stock was distributed among 
depositors. 

It may be of interest to direct attention to 
the wholesome influence exerted by trust 
companies particularly in securing to de- 
positors an increased share of returns in the 
form of interest. There was a time in bank- 
ing when depositors of banks received no 
interest and profits went entirely into the 
coffers of banks for stockholders, salaries, 
increase of surplus, etc. It was largely be- 


cause of the active bidding by trust com- 
panies for deposits and by offering fair in- 
terest return for the use of such funds that 
banks have been obliged to render equitable 


return to depositors. But it is noteworthy 
that such a large share of earnings goes to 
depositors and that a relatively small re- 
turn goes to stockholders. Only 12% per 
cent. of the 64.7 per cent. gross earnings on 
capital was required for salaries of officers 
and employees. 

The report also directs attention to the 
vigorous enforcement of supervisory bank- 
ing laws of the State. Beginning with Sep- 
tember I, 1913, the private banks of Ohio 
became subject to inspection. During the 
past six months a large number of private 
bankers have taken out State bank or trust 
company charters. It is also stated that a 
number of applications have been received 
from National banks desiring to change to 
State banks. A number of these applica- 
tions have been received since the passage 
of the Federal Reserve Act. 

Since August 18, 1908, the total resources 
of Ohio State banks and trust companies 
have increased from $413,984,036 to $58s,- 
181,373. Savings deposits have increased dur- 
ing this period from $207,915,000 to $283,- 
060,000. Individual deposits increased from 
$81,766,000 to $134,056,000. 


Guardian Savings and Trust Company 
Annual Meeting 


At the recent annual meeting of the share- 
holders of the Guardian Savings and Trust 
Company the entire board of directors was 
re-elected. General George A. Garretson re- 
signed as vice-president of the bank, but re- 
mains as one of the directors, and will con- 
tinue to take an active interest in the bank’s 
affairs. General Garretson’s resignation is 
in line with the relinquishment of some of 
his many activities. He has been an officer 
and director of the Guardian ever since its 
establishment twenty years ago. In his place 
former Judge William B. Sanders was made 
vice-president. The office of a new vice- 
president was created, to which J. A. House, 
former secretary, was elected. Thomas E. 
Monks, former assistant secretary, was 
chosen secretary, W. D. Purdon, former as- 
sistant treasurer, was made assistant secre- 
tary, while J. A. Mathews and A. G. Stucky 
continue as assistant treasurers. The per- 
sonnel of the bank’s staff consists now of 
H. P. McIntosh, president; W. B. Sanders, 
J. H. Farley, C. L. Mosher, J. A. House and 
R. W. Judd, vice-presidents; T. E. Monks, 
secretary ; George F. Hart, treasurer; W. D. 
Purdon, assistant secretary; J. A. Mathews 
and A. G. Stucky, assistant treasurers. The 
directors reported to the stockholders that 
the year had been a highly successful one, 
and that there had been a marked increase in 
all departments. 


Marks Increase in Cleveland Bank and 
Trust Company Deposits 


The combined reports of the Cleveland 
National banks, State banks and trust com- 
panies under the call of January 13, shows 
a new high record of deposits amounting to 
$317,950,000. The deposits of trust com- 
panies and State banks total $232,262,000 and 
of National banks $85,687,000. The largest 
gains are reported by trust companies and 
savings banks. The individual statements 
show deposits of leading trust companies and 
savings banks as follows: Society for Sav- 
ings $59,040,044, Citizens Savings and Trust 
Company $48,154,636, Cleveland Trust Com- 
pany $29,700,275, Guardian Savings and 
Trust Company $24,503,606, Superior Sav- 
ings and Trust Company $0,530,295, First 
Trust & Savings Company $5,179,757. 


David R. James, secretary-treasurer of 
the Empire Rolling Mill Company, has been 
elected president of the State Banking and 
Trust Company. 
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**Safety First’’ Rules Adopted by Cleveland 
Trust Company 


The by-laws and rules of the Cleveland 
Trust Company contain a number of com- 
mendable provisions in regard to duties and 
obligations of directors. A number of addi- 
tional rules were recently adopted in line 
with the “safety first” policies inaugurated by 
President F. H. Goff. A new by-law re- 
quires each director to own at least twenty- 
five shares of stock instead of the legal 
minimum of ten shares. It will also be the 
policy of the Cleveland Trust Company in 
the future not to elect as members of its 
board anyone who is also serving on the 
board of a similar institution and not to re- 
elect as members those who accept member- 
ship on the boards of such other institutions. 
In line with this policy George N. Chandler 
and R. A. Harman, who have been elected to 
the board of the First Trust & Savings Bank, 
were not re-elected directors of the Cleve- 
land Trust Company. 

A number of changes and promotions were 
announced in the Cleveland Trust Company 
as a result of the recent annual meeting. 
Samuel Mather and E. R. Perkins, who have 
been serving various corporation connections 
during the year, resigned as vice-presidents 
and as directors of the Cleveland Trust 
Company. A. L. Assmus was promoted 
from assistant secretary to fourth vice-presi- 
dent; I. F. Freiberger from assistant trust 
officer to trust officer and several other minor 
officials were advanced. The new official 
staff of the Cleveland Trust follows: Presi- 
dent, F. H. Goff; vice-presidents, A. G. 
Tame, E. B. Greene, P. T. White and A. L. 
Assmus; trust officer, I. F. Freiberger; sec- 
retary, E. E. Newman; treasurer, H. D. 
King; assistant secretary, E, L. Mason; as- 
sistant treasurers, E. S. Curtis and M. W. 
Mountcastle; assistant trust officers, R. R. 
Alexander and R. A. Malm; auditor, F. 
Hohlifelder, Jr. 


Superior Savings and Trust Company 


Steady gains are shown in the official re- 
ports rendered by The Superior Savings & 
Trust Company of which Col. J. J. Sullivan 
is president. The latest statement shows ag- 
gregate resources of $11,001,227, including 
$1,444,500 cash on hand and in other banks; 
$49,191,197 loans secured by collateral; $1,- 
403,202 first mortgage loans on real estate 
and $3,324,318 municipal and other bonds. 
The capital stock is $500,000, surplus $500,- 
000, undivided profits $560,931 and deposits 
$0,530,205. 


[NX addition to acting in every fiduciary capa- 
city this Company makes a special feature 
of issuing 


Guaranteed 6% Certificates 


secured by First Mortgages on high grade real 
estate. Correspondeace invited. 


SALT LAKE 
SECURITY & TRUST CO. 


SALT LAKE CITY, UTAH 
Capital and Surplus, $400,000.00 
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International Trust Co., Denver, Colo. 


As the pioneer trust company of the Rocky 
Mountain States the International Trust 
Company of Denver, Col., has been foremost 
in demonstrating the advantages of corpo- 
rate trusteeship. This company is reaping the 
rewards of faithful and capable management 
of estates. In educating the people of its 
section as to the particular functions of the 
modern trust company, the International has 
accomplished good work. 

The latest financial statement of the Inter- 
national Trust Company shows total re- 
sources of $8,074,658 of which $2,465,910 con- 
sists of cash on hand and due from banks; 
$3,450,201 loans on security and $2,149,547 
bonds. Deposits aggregate $6,900,435, with 
capital of $350,000, surplus of $650,000 and 
individual profits of $58,923. 





Report of Fidelity Trust Co., Newark, N. J. 


Marked growth is reflected in the latest 
statement of the Fidelity Trust Company of 
Newark, New Jersey, which shows aggre- 
gate resources of $30,323,490, including stocks 
and bonds of $18,060,982, at book value and 
which have a market value of $18,288,807. In 
view of the steady liquidation of securities 
during the past year the comparison of book 
and market value of stocks and bonds re- 
flects most creditably upon the conservative 
policies which govern this trust company. 
Capital stock is $2,000,000, surplus funds $7,- 
000,000, net undivided profits $905,463. Of 
the total deposits amounting to $10,917,802, 
the commercial department reports $12,297,- 
000 and savings department $6,131,000. 





The First Guaranty State Bank and Trust 
Company of Ennis, Texas, has absorbed the 
Peoples National Bank of that city. The 
capital of the trust company has been in- 
creased to $100,000. T. T. Clark is presi- 
dent and J. C. Carter vice-president. 
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New Orleans 


Special Correspondence 


New Orleans a Center of Optimism 


Bank clearings, deposit gains and trade re- 
ports all confirm the view that business is 
steadily expanding and that we are on the 
eve of a period of solid progress. The 
month of January has been distinctly pros- 
perous not alone for financial institutions but 
also for the different lines of trade and in- 
dustry. The general feeling is that the 
South will be materially benefited by the 
new Federal Reserve law. The greatest 
obstacle to the South’s untrammeled develop- 
ment has been the need of currency. The 
creation of an open discount marked with 
commercial paper as a basis and the creation 
of new currency in the form of Federal Re- 
serve notes will serve to extend enterprises 
and broaden our resources. 


The New State Bonds 


L. M. Pool vice-president of the Hibernia 
Bank and Trust Company, and R. S. Hecht, 
trust officer of the same institution, were 
largely instrumental in helping to solve the 
technical questions surrounding the issuing 
of new State bonds. These two bankers ap- 
peared before the committee, selected from 
the delegates to the Constitutional Convention 
to draft the bill providing the means to re- 
fund the maturing pledges and by their 
clear-cut recommendations greatly aided the 
work of the committee. They are mainly re- 
sponsible for the adoption of the fifty-year 
serial bond with the provision that it be 
sold below par. 


Banking and Trust Company Growth in 
the South 


In the eleven southern States a total of 494 
State banks, trust companies and financial in- 
stitutions were chartered during 1913 with 
total capital of $19,645,757. While this ex- 
pansion of banking facilities is evidence of 
expanding business the suggestion may be 
timely, in view of a considerable number of 
banking fatalities, that greater caution be 
exercised by the State banking departments 
in granting charters. In some of the States 
laws are urgently needed to give the bank- 
ing authorities to set up certain requirements 
and show responsibility on the part of pro- 
moters before charters are granted. Another 
difficulty is that the minimum capital re- 
quired for chartering new banks is too low 
in some States. It is generally believed that 


the development of new banking enterprises 
has reached a point which calls for the ex- 
ercise of greater precautions. This is espe- 
cially true in view of the early establishment 
of the Federal Reserve banking system and 
the responsibility which is necessarily placed 
upon bank managements in extending credit 
based on new rediscount facilities through 
regional banks. 


Trust Company Booklets 


It has become a maxim in banking and 
trust company business that “the best adver- 
tisement is a satisfied customer.” In selecting 
booklets to increase its business the average 
trust company is, of course, inclined to favor 
literature of proven value. Frequent requests 
have been received by the publishers of 
Trust Companies for suggestions as to 
“trust company booklets” which bring re- 
sults. In order to assist subscribers in this 
respect Trust CompANIES Magazine recently 
established a “Trust Company Advertising 
Service Department.” Guided solely by the 
fact of securing booklets which yielded actual 
returns it was decided to include the so- 
called “Purse booklets” as a part of this 
service. Sample copies of the complete set 
may be obtained free by writing to the 
“Advertising Service Department” of Trust 
Companies Magazine, New York. 


Here are some unsolicited letters in regard 
to these booklets from trust companies: 


Cashier Charles W. Bailey of the Southern 
Trust Company of Clarksville, Tenn., writes 
under date of Jan. 2, 1914: 

“Last year we purchased from you a series 
of your booklets on the subject of ‘Trust 
Company Service.” We are pleased to in- 
form you that the results obtained from the 
use of these booklets has been eminently sat- 
isfactory in every respect, and we regard 
them the best of their kind which we have 
seen. In fact, those which we purchased 
from you; and the samples of others which 
you have issued from time to time since then, 
and which we contemplate using in the fu- 
ture, seem to us to be the most pointed and 
clearly defined booklets on this subject which 
have come under our observation.” 


President H. W. Jackson of the Virginia 
Trust Company of Richmond, Va., writes 
under date of Feb. 2, 1914: “We have pur- 
chased ten or twelve of the booklets on the 
subject of Trust Companies’ Service, issued 
by you and have used them to good effect. 
We consider these booklets the best that we 
have seen.” 
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SPECIAL DIRECTORY OF COLLECTION BANKS AND TRUST 
COMPANIES 


NOT ICE—The banks and trust companies in this list have exceptional facilities for collections 


in their respective cities. 
ALABAMA 

Birmingham Trust and Savings Co.—Capital $500,000. Surplus 
$500,000. Arthur W. Smith, President; Tom O. Smith, Vice-Presi- 
dent; Wm. H. Manly, Cashier. The very best facilities for handling 
collections. 

City Bank and Trust Company.—Capital and Surplus $1,000,000. 
Collections a Specialty. We give Reasons for non-payment. 


KENTUCKY 


National Bank of Commerce of Louisville, Ky., with ample capital 
and surplus, and unparalleled advantages for collecting over the 
Ohio valley, tenders its services to the bankers of the country. Samuel 
Cassedy, President. 


MARYLAND 


First National Bank.—Capital $1,000,000. Surplus and profits, 
$550,000. Deposits $6,500,000. H. B. Wilcox, President; Wm. 8. 
Hammond, Cashier. Send us your Maryland business if you want 
prompt and satisfactory service on reasonable terms. 


MASSACHUSETTS 


Springfield The Third National Bank.—Capital and Surplus, $1,100,000. For quick 
service on collections in Western Massachusetts, send to us. Low 
rates and best service guaranteed. 


MICHIGAN 


Detroit The People’s State Bank.—Capital and surplus, $3,000,000.00. Geo. 
H. Russel, President; Austin E. Wing, Cashier; H. P. Bergman, 
Cashier Savings Department. 


MISSOURI 


Kansas City Commerce Trust Company.—Capital, $1,000,000. Surplus and undi- 
vided profits, $600,000.00. W. T. Kemper, President; J. Z. Miller, 
Jr., Vice-President; H. C. Schwitzgebel, Secretary; Richard C. Mene- 
fee, Treasurer; Townley Culbertson and J. D. Rising, Assistant 
a gro Collections promptly made and remitted for. Write 
us for terms. 


NEW YORK 


Buffalo The People’s Bank.—Capital $600,000.00. Surplus and profits 
$650,000.00. Deposits $7,400,000.00. A. D. Bissell, President; 


EB. J. Newell, Cashier. Send us your Buffalo collections and you 
will receive prompt returns at low rates. 


OHIO 


The Union Savings Bank and Trust Company.—Capital $1,000,000. 
a $2,000,000. J. G. Schmidlapp, Chairman of the Board, and 
C. B. Wright, President. 


The Second National Bank.—Capital $100,000.00. Surplus $250,000. 
Charles E. Heiser, President; George P. Sohngen, Vice-President; 
John E. Heiser, Cashier. Collections a specialty. 


The Ohio Savings Bank and Trust at em, $850,000. Surplus 
$425,000. Jas. J. Robison, President; E. H. Cady, Cashier. 
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PENNSYLVANIA 


Philadelphia ..Farmers & Mechanics National Bank.—Organized 1807. Capital 
$2,000,000. Surplus $1,300,000. Deposits $15,000,000. Active and 
reserve accounts of Trust Companies and Banks invited. Howard 
W. Lewis, President; H. B. Bartow, Cashier, 


TEXAS 


Dallas Trust and Savings Bank.—Capital $300,000; surplus and un- 
divided profits $200,000; stockholders’ liability $300,000. 5S. J. 
re President; E. R. Tennant, Acting Secretary. Special collection 
acilities. 


WASHINGTON 


Seattle Northwest Trust and Safe Deposit Co.—Capital $70,000. E. Shor- 
rock, President and Manager; Alexander Myers, Secretary and 
Treasurer. Special facilities for collections. 


TORONTO 


The Bank of Toronto.—Capital $5,000,000. Reserve $6,000,000. 
Incorporated 1855 


ONTARIO BRANCHES 


Toronto (12 offices) Kerwood Shelburne Colonsay Victoria 
Allandale Keene Stayner Elstow Merritt } 
Barrie Kingston Stratford Glenavon New Westminster 
Berlin London (4 offices) Sudbury Gravelbourg 
Bradford Lyndhurst Thornbury Kennedy QUEBEC 
Brantford Millbrook Wallaceburg Kipling : 
Brockville Milton Waterloo Lafleche Montreal (5 offices) 
Burford Newmarket Welland Langenburg Maisonneuve 
Cardinal Norwood Wyoming Lemberg Point St. Charles 
Cobalt Oakville Pelly Gaspe 
Cobourg Oil Springs ALBERTA Preeceville St. Lambert 
Seneene ag alaesy : en a 

oldwater ttawa oronation Mortiach 
Collingwood Parry Sound Lethbridge Stenen aaa — 
Copper Cliff Penetanguishene Oyen Vibank Winnipeg 
Creemore Peterboro Veteran Wolseley Benito 
emer a Newt Youngstown Yorkton Cortuaighs P 

mvale orcupine " . — ilot Moun 
Galt Port Hope SASKATCHEWAN BRITISH Portage la Prairie 
Gananoque Preston Assiniboia COLUMBIA Rossburn 
Hastings St. Catherines Bredenbury Swan River 
Havelock Sarnia Churchbridge Vancouver (2 offices) Transcona 


The collection of commercial bills receives prompt attention. 
We have a complete list of correspondents throughout Canada. 
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Interlocking Directorate Prohibition will 
Work Hardship 


In view of proposed legislation at Washing- 
ton prohibiting interlocking directorates of 
corporations, banks and trust companies, the 
Van Tuyl Commission proposes an amend- 
ment to the New York law reducing from 13 
to 7 the minimum number of directors re- 
quired of trust companies. It is also pro- 
posed that the prohibition as to extension 
of loans shall not apply to directors but to 
officers. The restriction as to interlocking 
directorates, contemplated in the Federal 
bill, will work a hardship upon banks in 
smaller communities especially. In such 
communities the material for directorates is 


scant and business responsibilities are closely 
interwoven. 

The pending bill in Congress provides that 
after two years no person shall at the same 
time be a director or other officer or em- 
ployee in two or more Federal Reserve 
banks, National banks, or banking associa- 
tions or other banks or trust companies, 
which are members of any reserve bank; and 
a private banker, and a person who is a 
director in any State bank or trust company, 
not operating under the Federal Reserve Act, 
shall not be eligible to be a director in any 
bank or banking association or trust com- 
pany operating under the Federal Reserve 
Act. 
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REFERENCE DIRECTORY OF ATTORNEYS-AT-LAW QUALIFIED TO 
REPRESENT TRUST COMPANIES, BANKS, CORPORATIONS, 
EXECUTORS, ETC. 


UBLISHER’S NOTICE: This directory is published each month for the benefit of trust 
companies, banks, corporations, executors, administrators, transfer and register agents, 
who require legal representation in different cities or localities. 


CALIFORNIA. 


Los Angeles. 


Cc. I. MCREYNOLDS, 

Attorney and Counsellor-at-Law. 
927-8-9 Union Oil Building, 
References: Any bank. Formerly assistant 
United States Attorney for Arizona. Local 
counsel for Mexican Title-Mortgage Com- 
pany, S. A. of Mexico City. Counsel for 
Mortgage Loan and Investment Company. 
General practice in State and Federal courts. 
Mexican law and title work. Special atten- 
tion to corporation, trust and probate busi- 

ness, 


COLORADO. 


Denver. 


ROGERS, ELLIS & JOHNSON, 
Attorneys-at-Law. 

Address, Boston Building, Denver, Col. 

Members of the firm: Henry T. Rogers, 
Daniel B. Ellis, Lewis B. Johnson, Pierpont 
Fuller and George A. H. Fraser. References: 
H. B. Hollins & Company, The Central Trust 
Company, The Knickerbocker Trust Company, 
New York City; Marshall Field & Co., Chi- 
cago, Ill.; The United States National Bank, 
Denver, Col. 


DISTRICT OF COLUMBIA. 


Washington. 
TUCKER, KENYON & MACFARLAND, 
Attorneys-at-law. 
Suite 901 Evans Building, Washington, D. C. 


Members of firm: Charles Cowles Tucker, 
(official reporter Court of Appeals, D, C.) 
J. Miller Kenyon and Henry B. F. Macfar- 
land, late Commissioner of the District of 
Columbia. Attorneys for R. G. Dun and 
Company. Refer to American Security and 
Trust Company; Riggs National Bank or any 
local Trust Company or National Bank. 


FLORIDA. 
Jacksonville. 
Duncan U. Fletcher. John W. Dodge. 
FLETCHER & DODGE, 
Bisbee Building, Rooms No. 401-403. 


Represent People’s Bank and Trust Co.; 
Florida Life Insurance Co. References, any 
bank. Practice in all courts. 


Tampa. 
HARRY N. SANDLER 
Attorney and Counsellor-at-Law, 
Address, Tampa, Florida. 


GEORGIA. 


Atlanta. 
WATKINS & LATIMER, 
Attorneys-at-Law. 
1509-1515 Fourth National Bank Building. 


References: Fourth National Bank, Geor- 
gia Savings Bank & Trust Co., Travelers 
Bank & Trust Co., all of Atlanta, Ga,, or any 
other Bank or Trust Company in Atlanta. 


INDIANA. 


Indianapolis. 
ERNEST R. KEITH, 
Counsellor-at-Law. 
Law Building, Indianapolis. 

TRUST BUSINESS AND LAW OF BEAL 
PROPERTY GIVEN SPECIAL 
ATTENTION. 

Refer to: Union Trust Company, Indi- 
ana National Bank and Union National 

Bank, all of Indianapolis. 


LOUISIANA. 
New Orleans. 
JONAS, KRUTTSCHNITT & 
GOLDBERG. 


Address: Suite 114, Hibernia Bank Bldg. 
New Orleans, La. Cable address: “Criterion.” 
Counsel for The Hibernia Bank and Trust 
Company of New Orleans. 


FARRAR, 


MARYLAND 


Baltimore. 
GANS & HAMAN, 
Counsellors-at-Law, 
1137-59 Calvert Building. 
Members of firm: Edgar H. Gans, B. How- 
ard Haman, Veron Cook, W. Calvin Ches- 
nut, Charles Markell; Associates, John P. 
Horsey, J. Morfit Mullen, Henry Parr Hyn- 
son, Jr., Enos S. Stockbridge. London office, 
1 Great Winchester Street, E. C. Cable ad- 
dress, “Namah.” Refer to The Baltimore 
Trust Company, Baltimore, Md. 


MICHIGAN. 
Detroit 


BOWEN, DOUGLAS, EAMAN & BARBOUR, 
Attorneys and Counsellors, 
No. 1101-08 Ford Building, 
Members of firm: Herbert Bowen, Samuel 
T. Douglas, Frank D. EHaman, Herbert V. 
Barbour. References: Central Savings Bank, 
Union Trust Company, Detroit Trust Com- 
pany. 
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TRUST COMPANIES 


NEW YORK 
New York City. 


FRANK C. McKINNEY, 
Counsellor-at-Law 


59 Wall Street, New York. 


Mr. McKinney is Loge Editor of Trust 
COMPANIES Magazine. pecial attention to 
the law of corporations, trusts, inheritance 
taxes and Surrogate practice. Collections. 


OREGON 
Portland. 
A. R, WOLLENBERG, 
Attorney and Counsellor-at-Law, 


1021-1022 Northwestern Bank Building, Sixth 
and Washington Streets 

General practice, collections, depositions 

taken, corporation and trust business given 

special attention. Refer to Lumbermens Na- 


tional Bank, Ladd & Tilton Bank and R. G. 
Dun & Co. 


SOUTH CAROLINA 
Columbia 
BARRON, McKAY, FRIERSON & MOFFATT 
Attorneys-at-Law. 
1001-2-3-4-5-6-7 Union National Bank Bldg. 
Columbia, S. C. 

Members of firm: Chas. H. Barron, Doug- 
las McKay, J. Nelson Frierson, Thos. H. 
Moffatt, M. G. McDonald. 

References: H. A. Kahler & Co., 49 Wall 
St., New York; The Pullman Company, Chi- 
cago; Equitable. Mortgage and Trust Co., 
Baltimore; Southern Express Company, At- 
lanta, Ga.; Carolina Bond and Mortgage Co., 
Columbia, S. C.; Union National Bank, 
Columbia, S. C.; National Loan and Exchange 
Bank, Columbia S. C 


CANADA. 


Toronto. 
BICKNELL, BAIN, MACDONELL & 
GORDON. 


Barristers, Solicitors, etc. 
Lumsden Building, Toronto. 


James Bicknell, K. C., Alfred Bicknell, 
James W. Bain, K. C., A. McLean Macdonell, 
K. C., M. L. Gordon, Henry C. Fowler. H. E. 
McKitrick, D. A. MacRae. 

General Solicitors for Imperial Bank of 
Canada. Counsel for Canadian Bankers’ As- 
sociation. Cable address, “Bicknell, To- 
ronto.” References: Imperial Bank of Can- 
ada, Toronto, Ontario; Central Trust Com- 
pany of New York; Commercial Trust Com- 
pany, Philadelphia. 


BLAKE, LASH, ANGLIN & CASSELS, 
Barristers, Solicitors, etc. 


Canadian Bank of Commerce Bldg., Corner 
King and Jordan Streets, Toronto. 


Members of firm: S. H. Blake, K. C.; Z. A. 

C.; W, H. Blake, K. C.; A. W. Ang- 

.; T. D. Law, Walter Gow, Miller 

n Osler, R. C. H. Cassels, George 

. Cassels, J. F. Lash, ‘Solicitors for: Na- 

tional Trust Company, Ltd., Canadian Bank 

sf Commerce, etc. Cable address, “Blakes,” 
oronto. 


MALONE, MALONE & LONG, 
Barristers, Solicitors, Notaries, Conveyancers. 
Toronto General Trust Bldgs., corner Yonge 
and Colbourne Sts., Toronto, Can. 

Members of firm: E. T. Malone, K, C.; A. 
L. Malone, E. G. Long. 

Solicitors for the Toronto General Trusts 
Gerperatien. The Central Canada Loan 
Sav — Company, The Imperial Life Insur- 
ance Company of Canada, The Provident In- 
vestment Company. 


Montreal. 


McGIBBON, CASGRAIN, MITCHELL & 
CASGRAIN 


CASGRAIN, MITCHELL, McDOUGALL & 
CREELMAN, 


Commissioners for all the Provinces. 
Canada Life Blidg., Montreal, Can. 


Members of firm: Th. Chase-Casgrain, 
K. C., Victor E, Mitchell, K. C., A. Chase- 
Casgrain, Errol M. McDougall, J. J. Creel- 
man, Gilbert S. Stairs, Pierre F. Casgrain. 


Cable address, “Montgibb.” 


Solicitors for The Royal Trust Company, 
Pullman Company, American Locomotive 
Company, United Shoe Machinery Company, 
Canadian Consolidated Rubber Company, 
Limited, Ames Holden McCready, Limited, 
Furness, Withy & Company, Limited, British 
Maritime Trust Limited. 


NORTHWEST TERRITORY. 
Calgary. 
LOUGHEED, BENNETT, McLAWS & Cu., 
Barristers, Solicitors, Advocates, etc. 


Hon. J, A. Lougheed, K. C.; R. B. Bennett, 
K. C., M. P.; W. H. McLaws; J B. Roberts; 
J. R. Black; D. M. Stirton; C. H. Lougheed; 
A. Hanna; H. Lillie. Cable address: Lough- 
nett, Calgary, Solicitors for: Bank of Mont- 
real; Canadian Bank of Commerce; Mer- 
chants Bank of Canada; R. G. Dun & Com- 
pany; Royal Trust Company; Union Trust 
Company; Hudson’s Bay Company; Massey 
Harris Company; Canada Life Assurance 
Company; etc., etc. 


Hartford, Conn., as a Banking Center 


President Meigs H. Whaples of the Con- 
necticut Trust and Safe Deposit Company 
recently contributed an interesting summary 
of Hartford’s banking strength to the month- 
ly bulletin issued by the Hartford Board of 
Trade. He quotes from the combined report 
of the sixteen clearing house banks of Hart- 
ford which shows aggregate assets of $54,- 
328,000, capital stock of $7,255,000, surplus 
and undivided profits of $7,253,770 and de- 
posits of $36,344,000. The savings banks of 
Hartford have a total of $53,000,000 deposits 
and are growing steadily. Mr. Whaples calls 
attention to the excellent protection afforded 
both savings and bank depositors. 

“Some little time ago,” says Mr. Whaples, 
“a rather surprising statement was made and 
verified as to the immense loss of Hartford 
fire insurance companies by the San Fran- 
cisco disaster, totaling a loss to them ap- 
proximating $18,000,000, and that the Hart- 
ford banks and trust companies had been of 
considerable assistance in financing these 
losses. When the total resources of these 
banks and trust companies come to be tabu- 
lated, it is perceptible that they can finance 
pretty large propositions of this character.” 








